Serb forces attack
Moslems as tough
UN sanctions start

Serb forces defied the internationa) communiry
by launching an attack in Moslem-held north-west
Bosnia just as tough United Nations sanctions
came info force against Belgrade.

Fighting alsc erupted in other parts of former
Yugoslavia, one day after Bosnian Serbs refused
to accept an international peace plan signed by
rival Moslems and Croats. Page 16; Bosnia conflict
reports, Page 3

Camdessus, International Monetary Fund managing
director, said a “substantial decrease” in German
interest rates was gppropriate. Pag'e 8 G710

focus on global economy, Page §

Merger move: The New York Mercantile
Exchange proposed a $10m merger with New
York's Commodity Exchange, in a2 move that
would create the world's fourth largest futures
and options market Page 28

Blow for Patten: Election victories by

pro-Beijing bosinessmen have left the board of
the Hong Korg General Chamber of Commerce
evenly split between supporters and opponents
of Chris Patten, the colony's governor. Page 18

YW tries to calm nerves of supplicrs

The top management

of Volkswagen attempted
to cabm the nerves

of component-makers
rattled by the company's
blans to slash costs

and reduce outside
suppliers. The meeting,
attended by representa-
tives of 20 companies,
was intended to counier

at Europe's largest

car maker of José Ignacio
Lopez (left), recently
recriited from General Motors and installed as
production and procurement director. Page 16

American Telephone and Telegraph, largest
US telecommunications operator, is challenging
British Telecom to agree to more than halve the
*“wholesale™ price of transatlantic phone calls.

Page 16

Anger over delay: Mexich's ruling Institutonal
Ravolutionary Party provoked a storm by postpon-
ing elections for governor in the state of Yucatan
from November this year to May 1905. Page 6

Mobil, big US energy group, reported a first
quarter 1993 net profit of $490m ($1.19 & share),
against a loss of $319m last time, following account-
ing charges. Page 19

Space deal: The Russian space industry signed
its first contract to launch:a western satellite,
worth $36m, in what it hopes will be the first

step into a lucrative western market. Page 5

Euro Disney, leisure group which this month
celebrated the first birthday of the EuroDisneyland
theme park pear Paris, announced that it lost
FFr1.08bn ($203m) in the first half of this year

and was trying to secure new capital. Page 17

Shot down: the Angolan rebel movement, Unita,
admitted that it shot down a UN relief aircraft
near the eastern city of Luena on Monday.

ITT, US conglomerate, unveiled a 27 per cent

rise in first quarter net income, reflecting sharply
better performances at its finance, antomotive
and hotels businesses. Page 19

Ciloser ties: Four European airlines -
Scandinavian Airlines System, KLM Royal Duteh
Airlines, Swissair and Austrian Airlines — moved
closer to integration by announcing plans to set
up a jointly-owned company with a single manage-
ment and balance sheet. Page 17

Northern Telecom, Canadian tele-
communications equipment maker, is banking

on higher capital spending by US telephane compa-
nies and continuing strong demand from the

Far East and Latin America to reverse a 29 per
cent slide in first-quarter earnings. Page 17
Hands-on approach: The ninth round of Middle
East peace tallcs opened in Washington with the
Clinton administration providing immediate evi-
dence of I#5 commitment to become directly
involved in the negotiations. Page 4

Growth indox rises: The two-year decline

m the Japanese economy may be bottoming out,
according to the officlal index which prediets
economir activity six mopths ahead. Page 4
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Russia risks social
and economic chaos
without fast reform

By John Lloyd in Moscow

RUSSIA faces financial collapse
and risks a social explosion if
President Borig Yeltsin fails to
put radical economic reforms
into place immediately, western
economists and Russian officials
warned yesterday.

The dominant fear in Moscow
is that between now and elec-
tions ~ which could be held this
autump ~ the pre-referendum
practice of keeping voters happy
by delaying harsh reform mea-
sures and issuing boundless cred-
its to avoid bankrupicies would
continue.

Mr Sergei shakh.ral. deputy
prime minister for nationalities
and an important aide to Mr Yelt-
sin, said that without decisive
action, "the rouble will disappear
by the autumn™ as more people
lose confidence in it.

Mr Sergel Vassiliev, bead of the
government's Ceptre for Eco-
nomic Reform, said there were
“strong political imperatives now
for delay in reforms. Mr Yeltsin
should right now implement
tough policies, but he won't.” He

said the government was not in
control and he expected “there
could be hyperinflation by the
autumn. Pegple don't understand
what hyperipflation means, and
s0o we will have to live through
one before we get stabilisation.”

The government meets tomor
row and is Hkely to try to
approve the economic measures,
Including a control on credits,
delayed by the referendum cam-

paign.

Mr Grigory Yavlinsky, 2 promi-
nent economist and a candidate
for the presidency,. believes the
government also represents “an
enormous compromise with con-
servative forces, which means
that It is no longer able to control
inflation, but is simply 2 forum
for the political

Smce Mr Yeltsin has con-
structed a compromise cabinet to
placate the centre ground, whose
support he needs, he will not dis-
turb the halance before new elec-
tions - though Mr Shakhrai said
there will be a2 “reshufile of
posts” in the next few days.

Within this cabinet, the radical
ministers best known to the west

are a small and embattled minor-
ity. Mr Boris Fyodorov, deputy
prime minister in charge of

, has claimed that of the
117 people of ministerial rank in
the government. only four under-
stpod the market system: Mr
Anatoly Chubais, deputy premier
for privatisation; Mr Alexander
Shokhin, deputy premier for for-
eign economic affairs; Mr Shakh-
rai and himself.

The latest Yeltsin appointment
was Mr Oleg Lobov, an old afly of
the president but deeply sceptical
of radica) reform. He is now first
deputy prime minister in chayge
of the economy - vying with the
other first deputy, Mr Viadimir
Shumeiko and outranking Mr
Fyodorov at the finance ministry.
This issue is expected to be the
subject of heated debate at the
cabinet meeting tomorrow.

Mr Vassiliev said even the radi-
cal ministers had not been able
to get a sirong grip on credit
expansion. This would lead, he
said, to the recent fall in inflation
from 27 per cent a month in Jan-
uary to about 15 per cent last
month being reversed. Indepen-

Government likely to try to approve credit controls tomorrow

Spegker B.u.slan Khazbulatw. Pres:dent Yelstin 3 elue( nval. has
warned that parliament will ignore the referendnm result

dent figures show there is likely
to be a rise to 20 per ceat or more
this month and more in May, as
raised pensions make an impact.

The fault, Mr Vassiliev said,
lay not only with Mr Victor
Gerashchenko, the central bank

chairman. Too many government
ministers issued credits without
reference to each other.

Nation divided by money, power
and sentiment, Page 2
Editorial Comment, Page 15

Fed moves
fo prop up
value of
the dollar

By James Blitz in London and
George Graham in Washington

THE US Federal Reserve
intervened opn the foreign
exchange markets yesterday,
buying dollars for yenm, in the
clearest indication yet that the
Clinton adminisiration is con-
cerned about the recent apprecia-
tion of the Japanese currency.

The Fed intervened in support
of the dollar against the yen for
the frst time this year after the
US currency hit ancther all-time
low of Y108.15 in New Yark

Dealers said there were four
rounds of dollar-buying by the
Federal Reserve In New York at
levels between Y109.50 and
Y110.50. The intervention took
currency dealers by surprise,
pushing the dollar np to a Lon-
don close of Y1112

There was no detailed explana-
tion for the intervention from US
officials. However, Mr Lloyd
Rentsen, treasary secretary. told
: terd;i st‘l;:m latil
yes! t excessive vo -
ity in exchange rates could be
counter-productive.

The US intervention also fol-
lowed accusations by Japanese
officials that the Clinton adminis-
tration had beemn atiempting io
talk up the yen in an effort to
reduce Japan’s itrade surplus
with the US.

Mr Bentsen said: “I think there
have been some misconceptions
about US exchange rate policy. 1
want to underscore the adminis-
tration's belief that exchange
rates should reflect fundamen-
tals.”

Mr Benisen was alsc reported
as saying that there would be a
communiqué on exchange rates
after tomorrow’s meeting of
finance ministers of the Group of
Seven leading industrial nations.

Foreign exchange analysts
interpreted yesterday's move by
the Fed as significant both for
the yen/dollar rate and future US
policy on the trade surplus.

Mr Mark Brett, an ecopomist at
Barclays de Zoete Wedd in Lon-
don, said the Clinton administra-
tion might now be thinking that
a continuing depreciation of the
dollar would have only a limited
impact cn the trade surplus.

Political veteran accuses magistrates of conspiracy as Senate lifts immunity

Andreotti faces mafia links probe

By Aobert Graham in Rome
and Maig Simonian in Milan

AN ITALIAN Senate cammission
yesterday agreed to waive the
parliamentary immunity of Mr
Glulic Andreotti, seven times
Christian Democrat prime minis-
ter, bringing him one step closer
to being investlgated by Palermo

magistrates for
with the Sjcllian mafia.

It is the first time the commis-
sion has agreed to waive the
immunity of such a
politician in a case of alleged
hnksbetweenthewoﬂdotpoh
tics and crime.

Mr Andreotti, aged 74, has been
in public office since the foun-
ding of the repubtic and is seen

“in Italy as the symbol of the
political establishment long con-
trolled by the Christian Demeo-

crats.
Yesterday he issued an angry
statement his view that

the investigation by Palermo
magisirates was a conspiracy to
denigrate him. He added: “T bave
absolutely no fear of the truth
and will vigorously use every

Thezls-sh-nngSenate of which
Mr Andreotti is a life member,
must conduct a secret ballot to
validate the decision.

Yesterday, the voting of the 23-
member commission was split
according to politica] loyalty. The
eight Christian Democrat mem-

bers abstained, hacked- by two
Socialists and the president of
the commission, while one Lib-

mmunity.

Mr Andreotti revealed on
March 27 that he had been noti-
Ped by Palermo magistrates they
wished to investigate him for
alleged links with the mafia. The
Senate cominission has been
hearing the case since April 14,
and has four times been sent
extra documentation from Pal-
ermo.

The thrust of the Palermo mag-
istrates’ case is that Mr Andreotti
has acted 2= the point of refer-
ence for the Sicilian mafia, Cosa
Nostra, in Rome, especially 1o
influence the course of court

cases against senior mafia mem-
bers. The evidence is based
extensively on testimony of for-
mer mafla members co-cperating
with the auwthorities.
® Mr Gabriele Cagliari, the for-
mer chairman of Italy’s puhlicly-
owned Eni energy and chemicals
group, yesterday admitted to hav-
ing paid L26bn ($17m) in illegal
contributions to the Chnstian
Democrat and Socialist parties

Mr Cagliari szid the system of
lllega.l funding preceded his ten-
ure as chairman, which began in
1988, but admitted he had not
sought to stop the payments.

Earlier this month, Mr Franco

Congress
threat to
end EBRD

funding

THE US Congress is likely to
refuse any further meney for fhe
European Bank for Reconstruc-
tion and Development as a result
of the outcry over excessive

on salaries, private air-
craft and office fittings,

The Clinton administration has
requested $70m in its 1894 budget
for the US's share of the EBRD's
pald-up capital, but senior mem-
bers of Congress warned ysster-
day that they would almost cer-
tainly refuse the request.

The ©US is the largest share
holder in the EBRD, which has a
total of 56 sharebolders. The US
accounts for 10 per cent of the
benk’s capital.

Senator Patrick Leahy of Ver-
mont, the Democratic chairman
of the Senate committes that con-
trols foreign aid spending, gave a
warning that he pianned to
reduce the EBRD budget alloca-
tion to zero unless very substan-
tial changes in the bank’s man-
agement were made.

He said yesterday: “I will not
vote for one cent of money from
the US for the EBRD unless 1 see
very, very substantial move-
ments towards reform - not
promises of reform. There will
not be one cent in my proposal
unless I see that, and frankly [
don't think I am going to.”

Mr Leahy delivered a scathing
indictment of EBRD's spending
and of its chairman, Mr Jacques
Attali, *T want to know why we
should enirust another dime of
the public's money to Mr Attali "
he said. =It's almost like this
money that has gone in there is a
slush fund for personal use.”

Republican members are likely
to follow the Democrats on the
EBRD. Senator Mitch McConnell
of Eentucky, Mr Leahy's Republi-
can counterpart on the foreign
operations spending committee,
said: “Short of immediate
changes i the policies and prac-
tices of the EBRD, [ - like the
chairmap - canpot support the
administration's request for

$70m.

Mr Lloyd Bentsen, treasury
secretary, said he shared Con-
gress’s concerns about EBRD,
calling its spending “absohitely
unacceptable™. He defended the

Continued on Page 16
Editorial comment, Page 15

Attali's main task, Page 2
Continued on Page 16

Hoechst profits fall
28% In quarter as
demand weakens

By Chrislophar Parkes
in Frankdurt

THE ACCELERATING fall in

Hoechst by 28 per cent in the
first three months of this year,
Germany's biggest chemicals
company A
Hoechst said in an interim
report that pretax eamings had
fallen to DM436m ($278m), com-
pared with DMB)5m, on sales §
per cent lower at DM1lbn,
Profits at the parent company
tumbled 35 per cent to DM2i9m,
and turnover fell 13 per cent to
DM3.7bn during the guarter
under review. Group pre-tax
earnings for the whele of 1982 fell

upturn in Europe, which
accounts for more than haif
group turnover, although busi-
ness had picked up slighily in
north America in spite of pro-
nounced wealkmess in pharmaceu-
ticals sales. Retailers, the report
said, had stocked up at the end of
last year to beat price increases.
The moup's drugs and health
care busipress, which yields
almost a quarter of tolal turp-
over, had also suffered from the
effects of health care reforms in

chairman, told the annual meet-
ing }

According to the interim
report, domestic drugs sales were
10 per cent lower in the period
under review, although total
tumover from health care was
down Jess than 2 per cent at
DM2.6bn.

‘The biggest single drop in sales
- 12 per cent — was recorded in
the polymers business, within
which bulk plastics suffered a fali
of 20 per cent.

Mr Hilger attributed the 5 per
cent fall in group sales to a 3 per
cent drop in volume and a 1 per
cent reduction in prices, while
the effects of exchange rate
changes had cost the group a fur-

cal facilities or shortages of per-
sonnel were not to blame for the
recent series of 15 accidents, in
one of which a man was killed.

He biamed “fzte” for the “sta-
out that the last accidental death
in the German parent's plant
occurred 15 years ago

The explosion that ‘started the
series was unprecedented in the
company's 13)-year history, he
said “On a statistical basis, a job
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Brussels set to reject DM1bn Ekostahl plan

By Andrew Hill in Brussels

CONTROVERSIAL plans to
pump more than DMilbn
($600m) of state subsidies into
the Ekostah! steel plant in
eastern Germany are likely to
be turned down by the Euro-
pean Commission today.

The decision will take the
form of a proposal to member
staies rather than a binding
ruling, and will be suhbject to

ministers’ unanimous
approval, but is still likely o
cause a storm in Germany.

Mr Gimter Rexrodt, German
economics minister, yesterday
defended the Ekostahl plans in
a last-mipute attempt to influ-
ence the decision.

Mr Karel Van Miert, EC com-
petition commissioner, is rec-
ommending that the plans
should not be exempt from
strict rules on state aid for

steel producers. The Commis-
sion is under pressure from
Germany. Spain and ftaly to
approve steel aid, but Mr Van
Miert has repeatedly stressed
that Brussels will adopt a
tough attitude, to avoid a “sub-
sidy race” among European
governments when the whole
industry is under pressure,

Mr Peter Schmidhiiber, the
German budget commissioner
in Brussels, is understood to

oppose the recommendation.
Buf Mr Martin Bangemann,
the senior German commis-
sioner, has liftle choice bllllt to
8 rt the plan, because ne Is
jc;lipi'npttl)y respensible with Mr
Van Miert for the overall EC
rescue package for the steel
industry. based on painful
capacity culs across the Com-
mupity. He has, however,
called for a full discussion 9[
the Ekostahl case in today’s

An amg bitious plan worked
out by the Treuhand - the
state agency respnnSlble for
privatising the east German
economy - would involve mod-
ernisation of Ekostahl's cold

steel works for DM310m. In 2

second phase, Ekostahl would

be turned into a mini-mill at a
DM750m.

o o Commission, which has

already expressed doubts about

panish plans to subsidise its
Em ium?sn-y. is gradually pie-
cing togetber an overall rescue
plan for the gector,

Last week it approved mea-
sures to protect the EC indus
try from unfairly cheap
imports of Czech and Slovak
steel. Today it wﬂlmalso discuss
a package of social measures,
including funding of at least
Ecu240m (5293m), to help cover
redundancy and closure costs

in the industry.

EC industry ministers meetl
next Tuesday to discuss the
latest developments in the sec-
tor, but the true extemt of
capacity cuts will not be clear
umtil EC steelmakers present a
firm restructuring plan at the
end of September.

Commissioners are al::g
expected to approve plans
open all EC telephone calls to
competition.

Yeltsin

heads

for showdown
with congress

By John Lloyd, Andrew
CGowers and Edward Balis
in Moscow

THE first shots in the
post-referendum confrontation
between the president and par-
liament in Russia were fired
yesterday as President Boris
Yeitsin’s closest aides and min-
isters demanded immediate
action on 2 nmew constitution
and economic reforms.

At the same time parliament
cancelled a presidential decree
keeping in office a pro-Yeltsin
republican leader who had
been fired by his conservative
parliament.

The parliament voted to
anowl the decrea signed this
month by Mr Yeltsin which
restored in office Mr Vasily
Guslyannikov, the president of
the small autonomous republic
of Mordovia whe bhad been
removed by an order of his
Supreme Soviet. The deputies
voted under article 109 of the
constitution, recently intro-
duced by them. which enable
them to abolish all presidential
decrees pending an appeal to
the Constitutional Court.

Mr Sergei Shakhrai, the dep-
uty prime minister and a key
aide to Mr Yeltsin during his
referendum campaign.
said that Mr Boris Yeltsin
should take the following steps
in the days and weeks ahead:
@ Consult with leaders of the
regions and the republics on a

draft constitution and a law on
elections: on agreement, he
would present them to the par-
liament and invite approval

® Following a likely refusal,
decree a new constitution
which would replace the cur-
roent Supreme Soviet and Con-
gress of People’s Deputies with
a bicameral parliament, and
further decree elections to
these in the auttumn.

Mr Shakhrai said Mr Yeltsin
would meet regional and
republican leaders tomorrow.

Mr Yeltsin's tactic, according
to Mr Shakhrai, would be to
proceed swiftly but without
“major blunders™ to fulfil the
mandate given by the voters in
bringing in constitutional and
economic reform.

Mr Shakhrat, introducing the
draft constitution, said that it
laid the basis for a “presiden-
tial republic...with some of the
values of a parliamentary sys-
tem.”

Mr Sergel Alexeyev, an
exnert on constitutional law
who has helped prepare the
constitution, said it was the
blueprint for a truly federal
state which would forestall the
tendencles towards disintegra-
tion.

One such tendency showed
itself yesterday with the
announcement that citizens of
St Petersburg, Russia’s second
city. had voted to tuwrn their
(l:iity into an autonomous repub-

c.
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Nation divided by money, power and sentiment

By Leyla Boulton in Moscow

THE WILDLY varying referendum
results from the Russian Federation
show a nation divided by money,

power and sentiment.

The sentiment was clearly demon-
strated in the region around President
Boris Yeltsin's home town of Yekater-
inburg, where he won his best result
- 844 per cent support for the ques-
tion: “Deo you trust the president?”.

The angriest response to Mr Yeltsin
came from Inpushetia. a southern
region where President Yeltsin has

imposed emergency rule to suppress
ethnic strife with only 2.3 per cent of
voters saying they supported the pres-
ident. The other party in that conflict,
North Ossetia, which hkas enjoyed
Kremlin support in repelling land
claims by the Ingush, produced a &3
per cent “yes" vote for Yeltsin.
Elsewhere, the results were deter-
mined by whether Mr Yeltsin pro-
vided the best deal in terms of local
prosperity and power. Nowhere was
this clearer than among the Russian
Federation's constituent republics, to
whom Mr Yeltsin has promised vary-

self-sufficiency.

ing degrees of economic and political

Yakutia-Sakha, which accounts for
one sixth of Russia's land mass but
less than 1 per cent of the population,
produced 67.8 per cent in support of
Mr Yeltsin. Its conservative but flexi-
ble leadershin has negotiated substzan-
tial rights to local diamond and gold
wealth. and associates his continued
tenure with even more concessions.

Mr Yeltsin fared badly in republics
like Bashkortostan (39.6 per cent of
“ves” votes), whose siriving for eco-
nomic and political self-sufficiency

has been far more confrontational

Mr Yeltsin's support was alse high
in potentially rich regions like the
Tyumen oil producing area, which
produced 58.4 per cent of “yes” votes
and sees its future in continuing
reforms and more independence from
Moscow. Mr Yelisin can also point to
support from industrial regions,
where workers have been receiving
unlimited wage rises despite many
state-owned plants’ financial difficul-
ties and falling production.

In Chelyabinsk, which has severe
ecological problems and a hostile

local council which suspended the
government's privatisation pro-
gramme, Mr Yelisin can take particu-
lar comfort from a 7%.6 per cent
majority in his favour.

However, the dictum that he has
less suppert in the countryside seems
to have been only true in the poorsr
agricultural regions. Mr Yeltsin failed
to obtain a majority Eursk (42.2 per
ceat in favour) but scraped through in
richer southern agricultural lands
like Rostov province (a 55 per cent
majority), where people have been
promised precious exira land.

Union officials, and Ges-
amtmetall, the metal and elec-
trical employers’ association,
expect more than 75 per cent
to back strike action.

Gesamtmetall said: “The
trends show that I1G Metall
will get what it wants - sup-
port for a strike — despite the
high economic cost.” IG Meiail
saidits information from the
steel sector indicated strong
support. Results of the ballot-
ing will be known today.

The strikes could start

employers, to change their
minds about ending a contract
designed to equalise western
and eastern wages by April
1954

The contract was signed in
BMarch 1991 between west Ger-
man employers, eastern Ger-
man managers, and IG Metall.
But the employers have said
they can no longer meet large
pay claims because of reces-
sion in the west and lower eco-
om ic amm‘ in the m

The coniract envisaged giv-
ing employees in the metal
and elecirical sectors in east-
ern Germany a 26 per cent pay
rise, and a 21 per cent rise for
those in the steel sector, begin-
ning April 1 this year. These
increases are caiculated on
wage levels which existed in
March 1991, ss well west
German pay increases since
that date.

per cent of west German lev-
els.

E German
investment

IN SPITE of the deepening
recession in wesi Germany,
investment in the eastern part

increase by almost 30 per cent
this year, to more thayj

a new Survey. .
The rate of Increase in
investment has declined, after-
a jump of 33 per cent, from
DMB4 5ba in 1991 to DMI112 8bn
in 1982, ‘according to the
Munich-based Ifo economic
b instibut - :

West German entetprises
contributed DM41.8bn to the
total investment in 1992, and
are expected to ibvest
DM4S.5bn this year, with the

ton undoubteds :
a number of plans to be cut
back, but. with commitments
stift pushing up the total.

The wmain areas of new

try (DM22bn and DM26.5bn
respectively}, and service

enterprises, including housing
for rent, (DM28.2bn and
DM34.3bn).

To's calculations are baseqd
on a compilation of sonrces,
inciuding published invesi.
ment plans of west German
enterprises, information from
foreign investors, the Treu-
hand privatisation agency. the
federal statistcs office, and
Ifo’s own investment surveys.

The institute’s initial calcn-
lations of private enterprise
investment in mid-1992 proved
slightly over-optimistic, and
had to be revised downwards
by some DM5bn in the latest
survey —~ primarily reflecting
lower investment in manufac-
turing industry. . Housing
investment, in contrast, expan-
ded faster than Srst forecast

The figures reflect heavy
investment by public sector
enterprises, including the
Treuhand agency itself, seek-
ing to restruciure eastern com-
panies for privatisation, by the
German railways. and by Dent-
sche Telekom, the telecommu-
nications monopoly. :

In 1993, the west German ele-
tricity utilities are expected to
invest some DM13bn in over-
hauling the easfern grid and
power stations, an increase of
one third on the current year.
® Germany's inflation rate
stayed stubbormly high in
April for the fourth month run.
ning, Reuter reporis from
Frankfort. -

Preliminary figures showed
annual west German inflation
in April rose slightly to 4.3 per
cent —at the top end of most
expectations - from 4.2 per
cent in March. The federal sta-
tistics office said prices rose 0.3
per cent in April, the same rate

as the previous month.
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Attali pressed to get on

MR JACQUES ATTALI the
flamboyant and controversial
president of the European
Bank for Reconstruction and
Development. remains at the
head of the institution he
helped create. But after this
week’s very public expressions
of concern by bank governors
aover reports of the EBRD's
high spending on its new build-
ing, he cannot yet be sure that
he has the umreserved support
of his main shareholders.

That will bang on the out-
come, probably in a few weeks®
time, of the investigation by
the bank's audit commitiee
into the allegations of extrava-
gance in fitting out its London
headquarters. In the meantime,
the countries that set up the
bank will be pressing Mr Attali
not to delay the organisational
changes he has promised
including the appointment of a
strong budget director.

The ministers from the
industrialised and former Com-
munist countries that make up
the bank’s board of governors
signalled they want it to press
ahead with its task of helping
eastern Europe and the former
Soviet Union develop market-

The EBRD’s board want focus
fixed on helping ex-communist
states, writes Peter Norman

based economies by steering
clear of EBRD management
issues in the closed session of
the banlk's annual meeting on
Monday aftarnoon.

Indeed, the session, which
was devoted to the fostering of
smzll and medium-sized enter-
prises in former Communist
coumtries, could mark a new
chapter in the bank's activi-
ties, if. as Mr Attali helieves, it
Tesults in a more decentralised
and responsive mode of

But Mr Attali is not eom-
pletely out of the woaods.
Although Mr Theo Waigel, Ger-
year's chairman of the EBRD
board, said governors had not
discussed this week appoint-
ment of a chief executive to
strengthen management of the
bank, officlals said Bonn was
prepared to revive the idea if

Russians cool to

By Antt Fobi
East Europe Editor

RUSSIA'S deputy prime
minls_ter. Mr Alexander
Sbokhin, yesterday dismissed
the need for a new bank, mod-
elled on the German Kreditan-
stalt far Wiederanfbau, to fos-
ter the financing and
development of small and
medium companies in Russia.
“It is one of the main func-
tions of the EBRD, we must
build on this,” he said in an
interview, “We should cer-
tainly use the German experi-

ence, bat if we create yei
another -bank we will waste
more time and money.”
Creation of a new bank was
proposed by Mr Thea Waigel,
Germany’s finance minister at
the opening of the EBRD
annual meeting on Monday.
Mr Shokhin also toned down
eriticism of slow disbursement
by the EBRD expressed by Mr
Yiktor Gerashchenko, chair-
man of the Busslan centrg]
bank, in his official statement
as Russia's representative on
the EBRD board of governors.
“It is true that dishursement

until the audit committee

reports.
Mr Roger Altman, US deputy
praised the

treaswry secretary,
bank for providing financial
support to the private sector in
the new market economies.
But he was careful not to
endorse Mr Attali .
On the other hand, officials
from the bank's member coun-
tries acknowledge that Mr
Attali has achieved a great
deal in the two years since the
EBRD was inaugurated. He has
kept the problems of the for-
mer Communist countries in

with main task

the public eye and has been
prominent in support of more

- open markets in the west for

the products of eastern Burgpe
and the former Soviet Union
He 1s recognised as a source of
dynamism and ideas from
which the bank has profited.

There is alse a realisation
among many shareholders that
the EBRD has a difficnlt task
to perform that is not made
eagier by the statutes agreed
by member governments at the
tme of its foundation.

It was at the insistence of
these founding members that
the bank was saddled with an
unwieldy 23-person board of
directors, each with an alter-
nate and office. The bank must
lend on good bankable deals
but also must not be doing
things that a normal commer-
cial bank must do. As one offt-
cial observed, such a condition,
H taken to a logical conclusion,
is a formula for inaction.

Economic and administrative
problems in the former Com-
munist countries have been
another factor behind the
much criticised slow disburse-
ment of funds. This was
acknowledged on Manday by

new bank idea

fs slow,” said Mr Shokhin,
“but that is more becapse of
legal vroblems over the uesa-
tive pledge clanse demanded
by the World Bank, than prob-
lems with the EBRD itself
whick cperates on 2 more com-
mercial basis,”

When the EBRD sought to
accelerate dishursements

through the use of escrow
accounts, it enconniered prob-
lems with legal experts at Rus-
sia’s own finance miristry, he
said. “Our experts feared that
opening such accounts wonld
facilitate the illegal flow of

capital ont of Russia. But after
losing a year sorting out prob-
lems fike these, we finally
agreed on a formula using
C3CTOW accounis in & narrow

range of approved banks.”

Russia wants the EBRD to
extend the range of projects it
repared to finance a
the current emphasis on

g5

:
i
7
F

Mr Viktor Gerashchenko, the
Russlan_ governor, in an other-
wm cl 'Ml smh.

Member governments have

songht this week to lend sup-
port to the bank's efforts and

to prevent a decline of morale

among its staff.

The EBRD can take heart
from the fact that its biggest
shareholders, the Group of
Seven leading industrial comn-
tries, keep finding new fasks
for it to perform. The multilat-
eral huclear safety fund, which
th_e bank will help administer,
will be operational this week.

Another sign of confidence
in the bank is the proposed
$300m fund to foster small and
medium-sized businesses in
Russia. 'The bank has been

asked 10 create and manage
the fund.
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television relay station yesterday, seme 12km east of the Moslem
town of Tuzla. The site has come ander frequent Moslem attack

Greek exporters
fear heavy losses

By Kerin Hape in Athens

NORTHERN Greek exporters
claimed yesterday they will
face heavy losses as a result of
losing access to fransit routes
through Serbia with the tight-
ening of United Nations sane-

for sanctions-related losses.

At present, about 40 per cent
of exports from northern
Greece to the European Com-
munity, the country’s ma;n
trading partner, are carried by
truck through Macedonia and
southern Serbia, then through
Hungary and the Czech repub
lie, an official from the Export-
ers’ Association of Northern
Greece said

Trucks will now have to fol-

low a longer route to Hungary
through Bulgaria and
Romania, taking 24 hours lon
ger and adding up to 20 per
cent to freight costs, the offi-
cial szid.

Moreover, imports of raw
materials for northern Greek
indusiry, will also be affected.
About 1,600 trucks used to
arrive every week in Thessa
lonika, the region’s industrial
centre, after transiting through
Serbia

Although some exporters
started shipping goods by ferry
from western Greece fo Italy
after conflict broke out in the
former Yugoslavia in mid-1991,
more than 20,000 Greek trucks
used the roule through Serbia
last year. '

The ferry route is mainly
uszed by exporters based in
southern Greece.

Dutch bank head
wants sharp cut
in budget deficit

By Ronaid van de Krol
in Amsterdam

THE Dutch central bank has
called for the country’s budget
deficit to be cut to well below 3
per cent of gross domestic
product, one of the main con-
vergence criteria for creation
of European monetary union
later this decade.

Mr Wim Duisenberg, ceniral
baok president, said the Dutch
budget deficit should be kept
below this European celling
“by a considerable margin”,
partly to help aceelerate reduc-
tion of public debt.

In 1992, the Duich budget
deficit was equivaienf to

3.8 per cent of GDP,
while public debt stood at 80
per cent of GDP, well above the
Emn Ltarget of 60 per cent.

Speaking at the presentation
of the bank's annuat report, Mr
Duisenberg said the govern-
ment formed after next year's
general election should aim to
make a “substantial further
reduction” in the deficit during
its four-year term in office.

He noted that the Dutch gov-
ernment had so far managed to

reduce the budget deficit in
line with its annual targets,
though this was sometimes
achieved by raising taxes and
social security premiums
rather than cutting spending.
“However, it is with concern
that the bank notes that in our
country, too, diseipline is in
danger of slackening,” he said.

Last week in Basle, Mr Duis-
enberg, who is chairman of the
committee of Buropean Com-
munity centfral bank gover-
nors, warned of the dangers of
a widespread “structural dete-
rioration” in state finances
around Eurepe.

In its report, the Dutch bank
cites population ageing as a
reason why the Netherlands
should try to cut the deficit
below the Emu cejling and so
gain conirol over interest pay-
ments on the national debt,
which now absorh 6 per cent of
GDP. "“Through lower interest
payments, deficit reduction to
a level significantly below 3
per cent of GDP would provide
some leeway to cope with this
pressure cn expendiiure which
will inevitably have to be faced
in the future,” it said

o 54 '31'!’-,
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ian Serb soldier on duty at a Serbian

RESIDENT Bill Clinton

can choose his words

with great care. One
adjective he has used more
than once when publicly dls-
cussing his options in Bosnia is
“bumble”, both in contemplat-
ing the enormity of any form
of US intervention and the
intractability of the Raikan
prohlem,
This semse of humility
extends beyond the Oval Office
to many of those contributing
to the public debate on Bosnia,
For though there i3 a vocal OUS
lobby for a maximalist US role,
there are also plenty of voices
advising caution. Both camps
accept that there are no easy
options.

Caught squarely in the con-
fused middle is the American
public, intermittently bom-
barded with graphic media cov-
erage but not consistently so.
Last week, for example, the
bloody end of the siege In
Waco pushed Bosnia down the
newslists.

The latest Newsweek poll
split evenly - 47 per cent to 47
per cent-in response to the
question of whether Bosnia
was America's problem. A
CNN/Gzllnp survey foung a
62-30 per cent opposition to air
strikes, [t is worth noting that
Mr Clinton pays very careful
attention to public opinion.

Divisions on the Bosnian
options apply to Capitol Hill,
where two Democrats influen-
tial in foreign affairs take dia-
metrically opposed views. Con-
gressman Lee Hamilton of
Indiana, chairman of the
House foreign affairs commit-
tee, argues that Bosnia is not a
vital US interest, believes in
continuing with sanctions and
diplomatic nressure.

Buit Senator Joseph Biden of
Delaware, chairman of the
European sub-commiitee of the
forelgn relations committee
and just back from Bosnia, has
put out an eight-point plan
including immediate western
air strikes and the Lifting of the
UN arms embargo against Bos-
nia itself.

Senator Boh Dole, the Repub-
iican leader, has also come out
guardedly in favour of air
strikes,

Inside the administration,
similar divisions apply. Mrs
Madeleine Albright, the UN
ambassador, has advocated air
strikes, allowable, she says,
without further UN approval
The 12 regional desk officers at
the State Department endorse
this approach. Mr Les Aspin,
the secretary of defence, and
Mr Anthony Lake, the national
security adviser, are thought
to favour Mmited offensive
action. But Mr Warren Christo-

pher, the secretary of state, is
thought to favour caution, as
does General Colin Powell,
chairman of the joint chiefs of

Mr Clinton, who has prob-
lems with his own military
several fronts, acknowledged
at his press conference last
weegk the legitimacy of Gen
Powell’s view that “we must
have a clearly defined objective
that must be met”.

In the media, the heavy-
weight pundits of the New
York ‘Times ~ Les Gelb,
Anthony Lewis and A M
Rosenfeld ~ have thundered
behind the cause of US action.

ut the Boston Globe at
the weekend advised
against unilateral bomb-
ing. Richard Cohen, the Wash-
ington Post columnist, wrote
yesterday that the public
debate was still mostly among
“engaged Op Ed writers” and
that no popular mandate
existed behind intervention.
Also weighing in behind
intervention have been Mr Elie
Wiesel, addressing Mr Clinton
directly at last week's apening
in Washington of the Hole-
caust museum, and, yesterday,
Mr George Shultz, secretary of
state in the administra-
tion, who called for “very
large, sustained air and sea

- Clinton keeps the Balkans guessing

Jurek Martin

reports on the debate in Washington on what a ‘stronger’ Balkans policy should mean
- G

based attack on positions
inside Serbia itself.
Amid this confusing welter

and with still some uncertainty
about the Russlan reaction
even after Sunday's referen-
dum victory for President
Boris Yeltsin, Mr Clinton has
promised “a sironger policy”
by the US and its allies “within
a few days”.

The New York Times, quot-
ing an unidentified senior offi-
cial, reported yesterday that
the most likely US action
would involve a programme of
limited bombing of Bosnian
Serb installations, designed to
produce a ceasefire and a new
round of negotiatious. But it
said that lifting the arms
embargo was still under active
consideration as ap alternative
to air strikes.

This would be preceded by
further consultation with US
allies and at the UN, perhaps
includmg_ a Eurcpean frip by
Mr Christopher or apother
senior official, more White
House mestings, and extensive
consultation with Congress.
The task of preparing America
for what comes next has barely
begun.

Yeltsin warns
Serbs over
peace process

RUSSIAN President Boris
Yeltsin warned Bosnian Serbs
yesterday they could expect no
protection from Russiz if they
continued to defy an interna-
tional peace plan for the frap-
mented former Yugoslav
republic, Reuter reports from
Moscow.

But a Russian foreign minis-
try spokesman said the use of
force by an international mili-
tary contingent counid deepen
the conflict and spread it
beyond former Yugoslavia's
boundaries.

Mr Yeltsin described a plan
drafted by mediators Lord
Owen and Mr Cyrus Vance and
rejected on Monday by the Bos-
njan Serbs as the only prospect
for peace in the region. The
plan proposes dividing Bosnia
into 10 provinces on ethnic
lines, “The time has come for
decisive measures to quell the
conflict,” he said. Mr Yeltsin's
statement suggested a more
confident Kremlin approach to
the former Yugoslavia follow-
ing the president’s victory over
hardliners in Sunday's Russian
referendwm.

fle won 58 per cent support
in the plebiscite, which the

president hopes will allow him
to break the power of a parlia-
ment heavily coloured by
nationalist thinking.

Nationalist opponents of the
president regard his support of
international sancticns agalnst
Serbia, including the despatch
of troops under the United
Naticns fag. as a betrayal of
cultural and ethnie links with
Slav Serbs.

Mr Yeltsin dispelled any pos-
sibility of Moscow breaking
ranks with the west on former
Yugoslavia as long as he was
president, The west had long
feared the Kremlin could back
down on a joint front that had
been a litmusg test of the post
cold war order.

“The Russian Federation will
not protect those who resist
the will of the world commu-
nity,” Mr Yeltsin said, dashing
any remaining Serb hopes of
belp [rom Moscow.

The Russian president,
despite his reference to “deci-
sive measures”, did not make
it clear whether Russia would
back the use of force against
the Bosnian Serbs if economic
sanctions failed to make them
pull back
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Japan

shows

a flicker
of revival

By Charfes Leadbeater
in Tokyo

THE TWO-YEAR decline in the
Japanese economy may be bot-
toming out, according to the
officlal index which predicts
economic activity six months
ahead.

The official index of leading
economic indicators, published
yesterday, rose to 80 per cent
in February. It was the second
month in a row in which the
index was above the 50 per
cent level which marks the line
between continued decline and
renewed growth.

However, a clutch of other
statistics, including a survey
revealing sharp falls in con-
sumer confidence in the first
three months of the year, sug-
gest the economy remains in a
fragile state without strong
signs of recovery.

The surge in the index of
leading indicators was mainly
due to low commodity prices,
modest increases in the money
supply. higher machinery
orders, a sustained rise in
housing starts and an
improved outiooked for manu-
facturing industry's profits.

The leading index is a gauge
of economic conditions six
wonths ahead. The coincident
index which measures current
economic ceonditions rose to
86.7 per cent in February, the
first time it has stood abave 50
per cent for two vears.

The Economic Planning
Agency, which published the
indices. warned it was too
early to say the economy was
about to recover. The surge in
February came before the
recent sharp appreciation of
the yen. which may have dam-
aged business confidence. It

may also reflect only a tempo-
rary pick-up In business activ-
ity before the end of the last
financial year on March 1.

Other figures published by
the EPA suggest there is litile
prospect the economy will
recover strongly or quickly.

Consumer confidence fell
again in the frst three months,
by L.3 per cent to 38.3 per cent.
The fall was mainly due to a
sharp deterioration in the
employment outlook as compa-
nies cut staff. The employment
outlook index fell by 144 per
cent to 23.7 per cent.

A Ministry of International
Trade and Industry survey of
large retailers found that retail
sales last month were 7.5 per
cent down in the year before,
the 10th consecutive monthly
decline and the largest fall
survey in 1971

Hotel occupancy rates in
Tokyo were down 7 per cent
last month on a year ago,
while a survey of 100 top res-
taurants reporied the lowest
increase in sales, 2.8 per cent,
since 1975.

The Ministry of Labour des-
ipnated a further 19 industries
as eligible for labour subsidies
to help them through restruct-
wring, while they reduce work-
forces. About 138 industries,
with about 3.67m workers, are
now eligible for the subsidies,
which help to cover wages
while workers are laid off or
undergoing retraining.

Among the 19 sectors newly
designated are the car and
computer indusiries. The seri-
ousness of the downturn was
underlined by the first-ever
subsidies given to the motor
and computer industries to
cover restructuring.

‘Retire at 35’ as
workers lose jobs

By Michiyo Makamato in Tokyo

THE ECONOMIC slowdown in
Japan, where many employers
promisc their workers jobs for
life, is leading many companies
to restructure, with two groups

yvesterday announcing
voluntary redundancy
programmes.

Japan Air Lines said it was
opening its early retirement
programme, which it had
offered to employees over 45, to
employees between the ages of
45 and .

Those who apply for early
retirement will be awarded a
50 per cent increase in their
retirement pay. The airline
hopes to enlist 150 volunteers
by the end of July.

“We have no intention of
changing our basic policy of
lifetime employment,” a JAL
representative said.

The airline is also offering a
one-year leave of absence to
managers over 50 to encourage
themt to consider a second
career outside JAL. Managers
who wmake use of the
programme will be paid in full
and are under no obligation to
leave the company. the airline
said. -
JAL 1s suffering from a
sharp downturn in business,
with a fall-off in first-class air
travel and intense price
competition on international
routes.

The company is expected to
have made a Y50bn (£294m)
pre-tax loss for the year to
March, the worst result it has

reported, and has signalled its
intention to restructure its
operations.

It has postponed the
recruitment of stewardesses
this April and announced that
it will not recruit
administrative staff and
stewardesses next year.

Meanwhile Alps Electric, the
electrical parts manufacturer,
and its subsidiary, Tohoku
Alps, are looking to cut their
workforce by 12 per cent, or
1,300 employees, through a

voluntary redundancy
programme announced
yesterday.

All employees with a year or
more of service are eligible for
‘retirement’.

Alps is closing three
factories in northern Japan
and reducing new recruits next
year to 100 from a previous 400.
Production at the factories,
where Alps manufactures
volumre controls and switches,
will be transferred to nearby
plants and & facility in South
Korea.

Alps also plans to start
production through a joint
venture in China soon.

The company has been hit by
a sharp fall in the electrical
appliance and motor industries
which it supplies and expects
to see pre-tax profits fail by
ahout 70 per cent in the year to
March to Y2.1bn.

It said it had seen an
increase in orders since last
year but the recent strong rise
of the yen had led to a drop in
orders.

China's Wang

NEWS: INTERNATIONAL

tries since the end of the Chinese civil war In 1349

China and Taiwan take steps to end enmity

By Kieran Cooke in Singapore

CHINA and Taiwan exchanged
handshakes, pleasantries and a few
barbed criticisms of each nLl_1er as they
met in Singapore for the highest-level
contact between the two in more than

40 years of enmity.

“We have made good progress and
leok for better things to come,” said Mr
Wang Daohan, ieader of the Beijing del-

egation. The talks, which conclude
taday, are described as unofficial, but it
is clear that both Beijing and Taipei see
this meeting as an important step
towards Improving relations across the

Taiwan straits.

The two sides have apparently agreed
to open a formal channel of communi-
cation — the first such move since the
foundation of the People’s Republic of
China in 1949 and the removal of the

Euomintang forces of Generalissimo
Chiang Kai Chek to Teiwan Mr Wang
said discussions on economic issues
would be held soon. .
There wafi alsoﬁghagreexmautmg it on ﬁshm_ theg
disputes and on piracy in
region. But suspicion and mutnal dis-
trust was evident. Mr Koo Chen Fu,
leader of Taiwan's delegation, said the
Beljing side had tried to raise the ques-
tion of opening direct trade, shipping

and air links wir.hTaiwan._'raiwani_.s
against any such direc t links until
China

Taiwan.

Taiwan is also frustrated by what it
sees as China’s refusal to offer any legal
framework for the protection of large
scale Taiwanese nvestments made
recently in the mainland. .

Meanwhile the Taiwan opposition
protested that Taiwan's negotiators
were “selling out” the island's interests.

Israel announces plan to
reorganise bank system

By Judith Maltz in Jerusalem

THE ISRAELI finance ministry
and central bank yesterday
unveiled a comprehensive reor-
ganisation of the country's
banking system. The reforms
are designed to increase com-
petition among banks, decrease
their holdings in non-financial
companies and reduce their
role in the capital markets.

Under the programme, to be
presented to the cabinet for
approval on Sunday,the banks
will not be allowed to hold
more than 25 per cent of the
shares in non-financial compa-
nies, and their total invest-
ment in non-banking assets
will be limited to 25 per cent of
their capital

This proposal will force
[srael's two largest banks -
Hapoalim and Leumi - to sel!
off a significant share of their
non-banking hoeldings.
Hapoalim holds 40 per cent of
Clal, one of Israel's largest
holding companies, which has
interests in electronics, tex-
tiles, trade and property.

Mr Amiram Sivan, managing
director of Hapoalim, said t!
reorganisation plan would
severely damage the interna-
tional standing of Israel's
banking system. .

To increase competition
among the banks, the three
largest banking groups will
also be forced to sell off some
of their smaller banks. Under
this p! Leumi will have
to sell Bank Igud, Hapoalim
will be forced to sell Bank
Otsar Hahayal, and Israel Dis-
count Bank will have to sell

Barclays.

The three largest banks con-
trol more than 80 per cent of
the banking activity in Israel

“In my view, these decisions
are right and necessary for the
good of the economy,” said Mr
Avraham Shohat, finance min-
ister. “On the one hand, they
do not undermine the stability
of the banking system, and on
the other hand, they will lead
to more competition and pre-
vent conflicts of interest
within the system.”

The government in effect

became the owner of the banks
in 1983 when it bailed out the
four largest banks, to the tune
of $7bn (£4.4bn), following a
share manipulation scandal.
Under an agreement, due to
expire this October, the banks
continued to be run by their
original owners and were
never formally nationalised.

As part of the reorganisation
programme, an accord wili be
put into effect in October
under which shares in the
banks will be transferred to
public trusts which will elect
directors in each bank and be
in charge of policy until the
banks are sold within the next
three years.

government preseat it first
with a concrete plan for struc-
tural changes in the banks.

Eritrea sees

independence vote

ERITREANS have voted almost unanimously
for independence from Ethiopia in a referendum
won after 30 years of civil war, Reuter reports

from Asmara.

Provisional results of the United Nations-mon-
itored poll showed more than 99 per cent of
votes were in favour of independence for what

has been Ethiopia's Red Sea

Amare Tekle, head of the Eritrean referendum
commission, said 1.lm voted Yes and only 1,522
voted No. More than 98 per cent of registered

voters participated in the ballot

UN observers said the three-day pell was “free

and fair™.

A formal declaration of independence will be
made on May 24 — the second anniversary of the
defeat by Eritrean guerrillas of the army of
President Mengistu Halle Mariam, the fallen
Ethiopian dictator. Eritrea is a former Ttalian
colony which joined with Ethiopia in 1952

99%

province. Mr

Yemenis enthuse
over first election

YEMENI voters embraced their first general
elections enthusiastically and largely peaceably
yesterday, with officials in the capital Sanaa
saying that more than 395 per cent of the conun-
try’s 2.7m registered voters may have torned
ouf to vote, write Mark Nicholson and Eric
Watkins in Sanaa.

Armed troops were abundant at most polling
stations, part of a deployment of 37,000 coun-
trywide, and one candidate was reported killed.
Shooting, disturbances or frregularities were
reported in at least six other constituencies.
But in general, orderly lines of men — and, for
the first time in any Arabian Peninsula elec-
tion, women - voted calmly.

International ohservers said they had moted
some hrregularities. The Financial Times saw
two occasions on which individaals managed to
vote twice. The international observers are due
to report their findings tomorrow.

Sharif emboldened by street support

Dismissed Pakistani PM is in uncharacteristic fighting mood, writes Farhan Bokhari

AWAZ Sharif is in
TN fitting” oo, e
Pakistan's former
prime minister, widely
regarded as something of a ret-
jeent man with an awkward
manner, that is a change. .
What helps Is that Mr Sharif
is convinced that a growing
number of people. especially
businessmen, oppose the dis-
missal of his t by
Prasident Ghulam Ishaq Khan
on charges of corruption fen
days ago. . )
Byd'} Sharif's drive to regain
power come$ a§ Pakistan's
week-old interim administra-
tion, which has prom:sed to
hold national elections on July
Y, is slm\r.rmgl'm sngnsbeor; rifts
weel1 its key mem .
belt’uhlic gupport for Mr Sharif
first became evident during his
trajn journey from Islamabad
to his home city of Lahore last
week, Showered with rose pet-
als during stopovers, he prom-
ised to fAght back. .
“Only one_ma.n_[the pr;:;:
dent] is playing with the

tiny of this pation,” said Mr
Sharif. “My jikad (holy cam-
paign) is for the future of
Pakistan. [ am certain that the
decision on July 14 will be in
m &vour.ll

He later visited Karachi,
Pakistan’s busihess city and
capital of Sindh province,
bome to his political foe, Palis-
tan People’s Party leader Ms
Benazir Bhutto. Police used
batons te fight back a crowd
which swelled to thousands.

Now Mr Sharif is to
travel to the North Western
Frontier and Baluchistan prov-
inces to try to establish himself
as a national leader.

The business commumity is
seen as vital to Mr Sharif's
campalgn. During his 29
months In office, Mr Sharif's
government initiated wide
ranging economic reforms
aimed at unshackling the econ-
omy from the hold of the
bureancracy.

Although the interim govern-
ment has insisted it will not
reverse any of those measures

and promised that Pakistan
will honour alt its domestic
and international contracts,
nervousness continues.
Pakistan's stock mar-
ket, the Karachi Stock
Exchange, lost 37 points, or
roughly 3 per cent of its value
the day after Mr Sharif's fail,
the stespest drop on a single
day this year. Since then, two
government supported finan-
cial institutions have hought
shares to prevent furiher falls,
The index has recovered about
1 per cent since then.
M director at the Kara-
chi.based Schon
group which bought 3 of the 56
public sector companies sold
by Mr Sharif's government,
says: “Nawaz Sharif’s downfall
has shattered business confi-
dence. I have yet to meet one
businessman who feels positive
about this change.”
Another leading business-
man says planned new Invest-
ments have been put on hold

r Naeem-ul-hag, a

“until it becomes clear that
signs of uncertainty have
ended"”.

“Mere statements of reassur-
ances from the new govern-
ment will not do the job,” he
5ays.

The uncertainty has been
further intensified by differ-
ences within the new govern-
ment. Ms Bhutte wants the dis-
solution of the four provincial
assemblies so that national
and provincial elections are
held simultaneously.

But her call is being resisted
by the president and the
interim prime minister, Mr
Balakh Sher Mazari. One of Ms
Bhutto's aides says: “The
option of [Bhutio supporters]
leaving the new government is
very much alive if [our}de
mands are not met”™.

The president's resistance to
dissolving the provincial
assemblies appears to be
because he is due for re-clec-
tion this November. According
to senior officials, Mr Khan
could rely for support in the

oyt

presidential election on three
of the four existing provineial
governments,

It is difficult to assess the
likely outcome of the emerging
rivalries between the different
factions. What is clear is that
Mr Sharif 1s taking his cam-
paign to the streets with
uncharacteristic boldness,

Mideast peace
talks reopen

By Roger Matthews
in Washington

THE NINTH round of Middle
East peace talks opened in
Washington yesterday with the
Clinton administration provid-
ing immediate evidence of iis
commitment to become
directly involved in the negoti-

ations.

Mr Warren Christopher, US
secretary of state, called the
heads of the five delegatinns,
representing Syria, Israel, Leb-
anon, Jardan and the Palestin-
ians, to a meeting last night,
the first such gathering since
the process was launched in
Madrid in October 1991.

“The negotiations must be
seen to work,” he told a US
Senate sub-committee yester-
day. “A new sense of urgency
and intensity in the talks must
be evident."

Mr Christopher’s Initiative
was recognition of the frailty
of the peace process,
suspended for over four
months because of Israel's
decision to deport more than
400 Palestinians from the West
Bank and Gaza The Palestin-

ian delegation returned fo
Washingion only after bitter
debate, and will be under
intense pressure to withdraw if
progress is not made in the
next few weeks,

Much of the occupied West
Bank and Gaza Strip was para-
lysed by a strike yesterday
called by Hamas and other rad-
jeal groups to protest at the
resumption of talks, Anger in
the occupied territories has
been heightened by Israel’s
decision nearly a month ago to
seal off the areas, barring

‘nearly 120,000 Palestinian

workers from their jobs. The
government yesterday eased
the ban, allowing back 20,000
employed mainly in construc-
tion and agriculture,

Israel is also expected to
announce shortly the names of
more than 30 Palestinians,
deported some years ago, who
will now be allowed home.

While these pgestures may
ease tension in the territories,
the Palestinian delegation will
need to show substantial prog-
ress towards selfrule if it is to
check increasing radicalisation
of the West Bank and Gaza.

Afrikaners bury
standard-bearer
of apartheid

By Paiti Waldmelr in Pretoria

YESTERDAY in Pretoria, the
Afrikaner capital. the white
tribe gathered to bury one of
the last standard-bearers of
apartheid, Mr Andries Treur-
nicht, academic and theoio-
glan, right-wing politician and
champion of Afrikaperdom.

It was a subdued gathering,
a manifestation of the confused
and depressed state of Afrika-
ners, many of whom still cling
to the teachings of the genera-
tion of Afrikaner churchmen
epitomised by Mr Treumicht,
who died of heart failure last
Thursday aged 72: that the
Bible ordains apartheid, and
that to violate it is to go
against the will of God.

In the Dutch Reformed
Church and in nearby Church
Square, perched on foiding
chairs around the statue of
Afrikanerdom’s greatest hero,
Paul Kruger, president of the
19th century Boer republic of
the Transvaal, some 3,000
praved for their departed

T,

But their bowed heads
seemed t0 symbolise more than
religious devotion: there was
only the sense that old certain-
ties were being bwied, while
no new certainties had
emerged to take their place,

“He was the one that eould
save the Afrikaner,” said a
bearded man ruefully, as he
walked in sombre procession to
the grave, in a cemetery where
Mr Treurnicht's mentor, Hen.
drik Verwoerd, architect of
apartheid, is also buried.

“We have got the wmuscles,
we have got the belief, and we
have got the Bible- that's the
most important thing,” said
another mourner, carrying the

four-colour flag of the old-
Transvaal republic. For him,
the God of Abraham had
decreed racial mixing a sin,
whatever has beenr done by the
‘new” Afrikaners of Mr F W de
Klerk’s government to cleanse
the statute book of racial dis-
crimination. For these mourn-
ers were honouring 2 man
whose ideology was intellectu-
aily powerful, although hid-
eously flawed: the last of a gen-
eration of devout conservatives
who embraced apartheid as a
religion.

They are Teft with leaders of
a wholly different type: fanat-
ics like Mr Clive Derby-Lewis,
senior official of Mr Treur-
mcht'_s Conservative Party,
who is expected socon to be
charged in connection with the
murder of black activist Mr
Chris Hani; and Mr Eugene
Terre’bianche, leader of the
paramilitary Afrikaner Weer-
standsbeweging (Afrikaner

ce_Movement).

Dressed in the 19608 fashions
which still predominate in Pre-
totia, with beehive hairdos and
spiky heels, the matrons of
Afrikanerdom standing beside
husbands sang the anthem of
the white tribe of Africa: Die
Stem (the call).

But it was a flat perfor
mance, with nothing like the
passion and anger which suf-
fused the funeral anthem sung
at the graveside of Mr Hani: Go
Well, Umkhonto, militant
hymn to a fallen warrior.

Next to 100,000 black mourn-
ers filled with righteous fury,
the scant 3,000 baffled souls
who mourmed mélgr Treurnicht

gee only pitiful:
they know they have lost the
battle, but have yet to come to
terms with the peace.

S Korean'_'.

president. .
targets
military:
corruption

By John Burton in Seoul

SOUTH KOREAN President
declareg

Kim Young-sam has
war on military corruption in
the boldest move yet of his
political reform prograimine,
The ipvestigation of the mil-
jtary establishment represents
a divect challenge to the men
who raled South Eorea for 32
ears untll Mr Eim became

promotions
crement were heavily inflo-
enced by bribery during the
administration of President
Roh Tae-woo, Mr Kim’s prede-

A former chief of naval

operations and a former -
marine corps commandant -

were ¢ day with
taking kickbacks on promo-
tions between 1989 and 1:::‘

of staff, General Chung Yong
hoo, is under investigation for
pacth _

charges. - .
Meanwhile, General Chung
has - alleged that corruption
was involved in the govera-
ment's sndden decision in 1991
to switch the selection of the
couniry’s nexi-generation
fighter aireraft from the
McDonnell Douglas F-18 to the
F-16 of General Dynamics. -
McDonnell Douglas was ini-
tally awarded the contract in
1989 for the $5bn {£3.14bm)
Korean Fighter Programme,
but the government later cited
bhudget problems in reversing
the decision, explaining the
F-16 was cheaper.
The goverement audit

ing procurement in the pasi
decade, including purchase of
the F-16. and submarines,

The probes into the mititary,
however, are fraught wilh
peril. They threaten to weaken
further the aiready sensitive
relatiouship between Mr Kim
and the military when security
tensions are rising doe to
North Eorea's suspected devel-
opment of & nuclear weapon.

The new president last
month replaced the top mili-
tary echelon, including the
army chief of staff, in a bid to
strengther civilian control
over the armed forces.

The government bhas also
cracked down om secret organ-
isations among the officer
corps that wielded con-
siderable political power, most
prominent of which was the
Hanahoe (One Miud) society.
whose members included the
two previous presidents.

Mr Kim's actions threaten to
demoralise the armed forces
and raises the possibility that
they may oppose him.

“Military opposition to Pres
ident Kim could oceur if it
thinks its vital interests are
threatened, such as a major
reduction in defence spending,
or if relations between North
and South Eorea deteriorate
dramatically.” said Mr Ahn
Chungsi, political science pro-.
Fessor at Seoul National Uni-
versity. Officers could join
“old guard™ politicians and
bureaucrats also threatened by
the anti ion campaign.
to try to stop the reform pro-
cess, said Mr Ahn.

Ramos
accused

A FORMER Philippine cabinet
minister facing corruption
eharges_ alleged yesterday that
President Fidel Ramos was
linked to the purchase of 65
Japanese fire Reeng'l:ms at
inflated prices, Reuter rts
from Manila oo

Mr Lmis Santos, the local
Eovernment of for-
mer President Corazon
Aquino, was charged Iast

lay along with six oth-

ers with buying overpriced

fivefighting vehicles from a
company.

Mr Santos said in a radio
Interview that Mr Ramos, then
defence chief, was responsible
for the decision to buy the
trucks.

“The ope invelved was
the former defence sec-
retary. { was not Involved
in that. | even tried #o
blll(_.'k payment for that trans-
action but I resigned before
:ait'&.ould do so0,” Mr Sanigs

Prosecutors said the fre
engines were bought in 1991
from Japan's Taihei sfter the
Ko:_'ean_ company Ssangyong
was or:gli;a:}!ye awarded the

. bldding com-
at.tee because of its lower

Mr Santos, who ‘was in
:phargepm “;tth:he police force,

purchase ovder.
they added.

The overpayment amonnted
0 41.7m pesos (¢1m).
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Brittan urges
US to avoid
sanctions

By Lionel Barber in Brussels

SIR Leon Brittan. EC
Comy;issioner for external eco-
nomic relations, yesterday
urged the US to avoid imposing
sanctions in the partially
resolved dispute over govern-
ment procurement rules.

Sir Leon told the EC commit-
tee of the American Chamber
of Commerce in Brussels that
sanctions would be “unjustif-
ied”, despite the failure of the
EC and US to resolve the Clin-
ton administration’s demands
for access to the Community's
telecommunications market.

In his speech, Sir Lean also
called on US local authorities
to ead “"Buy American” dis-
crimination. He said European
companies offered first-rate
services, but they faced barri-
ers in contracts ranging from
bridge-building across the
Potomac, the planned exten-
sion of Dulles International
Airport, outside Washington
DC, to the port of Los Angeles.

Recalling AT&T's plans to
challenge BT and Mercury by
offering private networks to
intemational businesses in the

UK, Sir Leon said: “If AT&T
wants to dig up Europe's side-
walks, good luck. But why
should Europe not bid to do
the same in New York?".

A US decision on sanctions is
believed iinminent. EC pfficials
are nervous about retaliation
because Sir Leon has no
“ceasefire” ing with
Mr Mickey Kantor, US trade
representative. French-led
pressure for a tough line on
trade remains strong.

After last week's partial deal,
Mr Kantor said US sanctions,
which would have barred Euro-
pean compapies from up to
$50m in government contracts,
would be scaled down “com-
mensurate with the portion”
that telecoms represenis in
EC-US contracts. EC officials
insjst this means that the US
will avoid action in telecoms,
the prize the US covets most.

Sir Leon praised the agree-
ment, saying it showed both
sides could do business with
each other, and that Washing-
ton was prepared at last to
start dismantling 60 years of
steadily increasing "Buy Amer-
fcan™ legislation,

IT"S a whale of a jumbo, as
coneetved by a 12-year-old
Japanese schoolgirl. She has
won a competition sponsored
by All Nippon Alrways (ANA),
the country’s largest airline,
and her reward will be to see
her design painted on one of
{ts latest Boeing 747-400 jets,
writes Paul Betts, Aerospace
Correspondent. ANA saw its

domestic passenger nirhers
decline in the finencial year
Just ended for the first time
since 1985. It has also just cut
its dividend. Two years ago,
it asked its 14,000-strong
workforce for ldeas on how
to imprave competitiveness
and atiract more passengers.
One favonrite suggesiion was
to invite the public {0 draw

A new passenger terminal at
Tokyo's Haneda airport.

Belfast-New York air link

By Danle! Green

THE UK has authorised a
scheduled air service between
Belfast and New York, the {irst
for almost a decade.

London wants the granting
of the licence to be seen by Mr
Federico Pefia, the US trans-

portation secretary, as a posi-
tlve sign ahead of talks
between the two countries over
replacing their bilateral avia-
tion agreement.

Mr John MacGregor, the UK
transport secretary, said: “This
is a special exception given
outside the terms of the UK/US

aviation agreement.”

The new service — by Ameri-
can Trans Air, a US charter
specialist based in Indianapolis
~ starts in Jupe with three
flights a week.

The UK and the US have
given themselves a year to
negotiate a new agreement.

Dumping
complaints
rising
rapidly

COMPLAINTS to the General
Agreement on Tariffs and
Trade gver : unfair use
of anti-demping actions to pro-
tect domestic industry are ris-
ing rapidly. reflecting the
growing use of antl-dumping
ﬁ to keep out unwanted

anti-dumping investigations by
the 25 members of its Anti-
gnmpi.ng Code (the EC count-

first anti-dumping investiga-
tions.

Developing couniries are
i i frequent users of

Russia

signs

satellite deal

By Leyla Boujton in Moscow

THE Russian space industry
yesterday signed its first con-
tract to launch a western satel-
lite in whai it hopes will be the
first step into a lucrative west-
ern market.

The $36m (£23m) deal
between Inmarsat, the interna-
ellite operator, and Russia's
Salyut design bureay, is for the
launch in 1985 of a mainly US-
built satellite on 2 Russtan Pro-
ton rocket.

Mr Olof Lundberg, director-
general of Inmarsat, said the
launch wonld cost “several
million dollars™ more than the
$36m once his organisation had
paid extra costs including
those of adapting its sateliite
to a Russian launch. But it
would still be cheaper than a
western lauack ~ according o
one Inmarsat official. up to
$10m less.

Mr Lundberg also made a
plea in favour of more general-
ised Bussian access to the
western commercial sateilite
launch market. “The Russian
economy cannot only be some-
where where westerners invest
and sell goods.”

Fear of powerful Russian
competition for western satel-

lite launchers like Ariane-
space, which charges 3$62m for
a similar service, has meant
that the west has yet to
remove obstacles to Russia
competing in this market.

The Inmarsat deal was only
made possible by a LS promise
to grant an export licenca so
that the Inmarsat-3 satellite,
whose main contractor is Mar-
tin Marietta of the US but
which also has some Eurgpean
components, can be exported
to the former Soviet Union for
launch from the Baikonur
cosmopdrome in Kazakhstan,

A draft agreement on the
terms for this licence provides
strict safeguards to gvard the
technological secrets in the sat-
ellite (rom Russians who will
be working on the project.

The Russians have started
parallel talks with the US and
the European Community on a
possible tripartite deal allow-
ing them a certain number of
launches a year and even set-
ting price floors for their ser-
vices.

Mr Dmitry Polukhin, Sal-
yut's director general, said he
expected agreement soon on
what share of the Russian
side’s profits would go to Kaz-
akhstan, which now owns the
Saviet-built Baikonur.

Mexico turns to
import curbs
as deficit grows

NCE proud of its free

trade credentials, the

Mexican government of
President Carlos Salinas de
Gartari has taken a series of
measures in the past few
months to cuwrb imports and to
protect some of the country's
most inefficient industries.

The change in policy has
created some resentment in
those couniries affected and
sits uneasily with the Mexican
government's goal of joining a
wider North American free
trade area.

However, after witnessing a
262 per cent increase in
imports over the past flve
years and seeing many of its
largest industries hurt by for-
eign competion, the govern-
ment has evidently decided
enough is enough.

Earlier this month it
imposed duties of up to 1,105
per cent on about $225m of
imports from China, including
clothes, shoes, textiles and toys
that it alleges were being
dumped in Mexico below cost.
These later duties have been
imposed before an investiga-
tion on the effects of Chinese
dumping on Mexican indus-

Mexico
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tries has been started. Were
China a member of the General
Agreement on Tariffs and
Tyade, such duties would have
been a breach of the trade
body's regulations.

Since September last year
the government has introduced
quality standards and regula-
tions for imports that make
exporting to Mexico more diffi-
cult, banned British beef [ot
what it said was bealth rea-
sons, then raised tariffs on all
beef to 15 per cent. It also
reduced the duty-free allow-
ance at the border to just $50.
This last measure provoked
riots at several border towns
by Mexicans who regularly do
their shopping in the US.

In February, the government
imposed countervailing dutes
on $116m of steel exports from
six US companies, after alleg-
ing the steel products were
being dumped on the Mexican
market. The duties range from
0.8 per cent to 39.3 per cent.

While the measnres are ¢con-
sistent with Mexico's member-
ship of Gatt, they reflect a
change in the goveroment’s
objectives. In the past, the gov-
ernment encouraged imports
to put pressure op Mexican
companies to lower margins
and increase productivity. But
now officials seem more con-
cerned about the effect of
imports on employment and
the current account deficit.

Mr Jacobo Zaidenweber, a
textile producer, aud private
sector adviser to the trade
ministry during the talks on
the North American Free

The door is less
open to free
trade, writes
Damian Fraser

Trade Agreement, says: “The
government used to be very
rigorous in promoting free
trade. But now that there is a
huge deficit and inflation is
under control, there is a little
fine-tuning. We see a new will-
ingmess of the govermment to
correct the distortions of the
market because of the changed

A trade ministry official
says: “The perception I have is
that industries are worried
about cheap imports and the
government has responded, hut
only when competition is
unfair.”

He adds that the government
remains committed to free
trade. Anti-dumping duties
were only necessary, he says,
because the economy was
open, and had mever been
needed in Mexico’s protection-
ist past.

The government’s decision to
help selected industries reflects
an incressed political sensitiv-
ity to the private sector at a
time when the economy is
slowing (growih was just an
annualised 1.9 per cent in the
fourth quarter last year) and
because elections are due next
year.

The new barriers will protect
those industries that have been
worst affected by Mexica's
trade liberalisation. The toy
industry, now protected by a
351 per cent tariff against
Chinese imports, was seriously
affected. According to Canacin-
tra, a business chamber, sales
of Mexican toys fell by 24.5 per
cent last year,

The textile sector, now
protected [rom (_lhlnese
imports by tariffs ranging from
54 to more than 500 per cent,
has also suffered In the past
seven years the Mexican gov-
ernment had cut import tarifis
from 50 per cent to 20 per cent,
and eliminated import licences
that were often never avail-
able.

But the result has been a
flood of cheap, mainly Asian
imports. The domestic textile
and clothing sector shrank by
5 per cent last year alone. Hvm-
dreds of textile companies have
closed, with thousands of jobs
lost

A government official admit-
tod last year that there was
some connection between the
new regulations on imports
and a desire to fmprove the
trade balance, but he thought
the effect would be temporary
as importers became accus-
tomed to the new procedures.

Mezxico's cusrent account
deficlt last year was $22.8bm,
with monthly imports about
$4bn in the last nine months of
the year. However, in January
and February the growth in
the deficit slowed markedly,
with February's shortfall at
$1.24bn.

While part of this reduction
may be explained by the new
measures, the reduction in eco-
nomic growth also should have
curbed the appetite for foreign
goods

that shows its
fo s

Strategic gsset allocaction and fin

critical to furnre success, even survival, M

busy wirh the day to day running to gain? :-:.dg?snate perspec-
tive on their own futare dmlopment,f':fl;et refigble, impartial
advice on reconstractions and buy-ot'l'ts, on' strategic invest-
ment or disinvestment and other issu.es of l_:_':hg-term corporate
significance arc always critically nnpomnt

‘The answer is to talk to ABN AMRO Bank. Our Corpo-
rate Finance specislists are familiar with taking a business
perspective from a banking point of v:iew, so you benefit from
objective, independent advice. They keep up 1o date on indus-

o

er is a bank

e face when it comes
tegic finance.

try wide developments with implications both long and short-
term. They can call on their colleagues in Venture Capital and
Origination as well 25 in local branches in 53 countries around

the world for implementation. By inclination and experience,

they understrand the big picture.

Talk 1o the bank which knows how businessmen think.

‘Though we certainly nnderstand money, we slso understand the

significance of the big idea.

INTEGRATED INVESTMENT BANKING.

ABN-AMRO Bank
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NEWS: THE AMERICAS

By Jurek Martin in Washington

THE White House yesterday tried to
minimise the impact of published
remarks by Mr Leon Panetta, the
budget director, to the effect that its
economic programme was in trouble
in Congress and that the North
American Free Trade Agreement
(lgéalf;a) currently was politically

President Bill Clinton said he had
no reason to be angry with Mr

Panetta. Ms Dee Dee Myers, the
White House press secretary,

eventually presented for ratification
with supplemental agreements now

had many enemies.

The general thrust of his com-
ments, in an interview with Us
reporters, did not appear to help the

ton to delay releasing his plan for

reconciliation bill has been voted in

dent loan programine.

it were @  “revenue
substitute for payroll and income

White House shrugs off Panetta’s Nafta doubts

being megotiated with Cenada and
Mexico. Mr Lloyd Bentsen, treasury
secretary. also told Congress yester-

He thought there was bo chance of
healtheare reform, probably due out  chancs of
next month, until after the budget passage of a value added ax unless

insisted the legislative programme 3 B . ed Junme .
" " that the treaty remained an administration, recently defeat 2 ) . al taxes. _
fﬁve u:mtira :vl:li" m:;deht:t Vir :amy_ istration pri:n's;:y. over the $16bn (£10bn) stimulus mﬂste apncemdltgtﬁlbsl?sm co;r%rasposalsmnw The president ran the risk of see-
Panefta was only speculating on fts  Mr Panetta was particularly con- package and increasingly subject 0 FEMSUEC o trvodicaid and Medi-  ing his p es torn apart by &
rospocts “if it went up to the Fill carned i the antiNafta campaign criticism from Congress over various  tim the S8 P ) o0y heath  combination of liberal Democrats
fhis week” being waged by Mr Ross Perot, last aspects of its extensive domestic —care, the fe to the energy tax and conservativé Republicans. He
She said that whatever the current  year's independent presidential can-  agenda. care pro t form, to the invest- wrged Mr Clinton “to define his pri-
" opposition the Nafta treaty would be  didate. This, he said, “makes it even The hudg;; %oﬂ;m:;ec e ;;? (reezedit, aiready under fire orities more fllmeaﬁﬂgh'; ?;d ta ?ﬁﬁ
i i it more difficult” to get the treaty gressman lrom oritd, o to the new stu-  iug to carry
seen in a different light whe? 1t s through Congress when it already cally said he was advising Mr Clin- from Demacrats, and als to the public. .

Clinton brings spring to Bob Dole’s career -

RESIDENT Bill Clinton
is not the only cne in
Washington commemeo-
rating a first 100 days this
week. Senator Robert Dole of
Kansas may have been the
Republican leader in the Sen-
ate since 1984, but never before
was he obliged to operate with
a Democrat in the White House
and with his own party in such
apparent disarray after a sharp
electoral repudiation.
If the president is getting

predictably mixed reviews, Mr
Dole is receiving surprisingly
good ones. The big notch on
his belt is defeat of Mr Clin.
ton's economic stimulus pack-
age, achieved by holding
together in a fillbuster the 42
Republicans in the Senate.
This alone made Mr Dole.
who will be 70 in July, 2a man
to be reckoned with again, a_nd
his party's most effective
national voice on everything
from Bosnia to the budget.

Some polls even make him the
new favourite for the Republi-
can nomination in 1996,
remarkabie since that would
be 20 years after be came off so
badly as a mean-spirited parti-
san vice-presidentiz] candidate,
when matched against Mr Wal-
ter Mondale, and after two
poor rums at his party banner
in 1980 and 1988, .

Even his former enemies are
impressed. Newt
Gingrich, the conservative

phone

LEGEND prevails that thousands of
years ago Northern Ireland's favourite giant,
Finn McCool, roamed the coasts and mountains
and valleys of his green and rugged homeland.

He grew up strong and sturdy but in order to
become a leader of men, Finn knew he had to
gain a noble education. It was while he was
studying by the river Boyne that Finn is said to
have feasted on 'Fintan', the Salmon of
Knowledge, a fish who had the power to bestow
wisdom beyond all men. From that day forward

Finn was renowned for his insight.

Fortunately it doesn't take Finn's wisdom to
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.Jurek Martin on the fixer and blocker who has been energised by the Repu

ideologue and Repubiican
House Whip from Georgia, who
once derided him as “the tax
collectar for the welfare state”,
now says “this is the best
spring of Bob Dole's political
career”.

Senator George Mitchell, the
Democratic leader and a per-
sonal friend, concurs, sugpest-
ing that Mr Dole “clearly has
been energised by no longer
having to carry water for the
[Bush] administration.” There
is more than a little truth in
this, for the caustic street
fighter from Russell, Kansas,
pever had much personal truck
with the patrician former pres-

jdent.

In defeat and victory, Bob
Dole has besn a conspicuous
figure in Washington, where
he is one of its funniest, some-
times most vicious and always
quoteahle politicians. Yet it did
seem with the advent of the
Clinton administration that at
best he was holding the Repub-
lican fort while it sorted out its
succession among the younger
likes of former vice-president
Dan Quayle, Mr Jack Kemp
and Mr Dick Cheney from the
Bush administration, Senator
Phil Gramm from Texas, Gov-
ernor Carroll Campbell of
South Carolina and Governor
Bill Weld of Massachussetts,
and a few talk show hosts.

Even now, a good first 100
davs in opposition is no guar-
antee of longer term success,
and Mr Dole knows he is walk-
ing a very fine lime. Frustra-
ting Mr Clinton over the stimu-
lus package, mismanaged as it
was by the administration,
may earn him Washington
credits but not necessarily
national approbation.

For example, a recent NBC-
Wall Street Journal survey
found 60 per cent believing
that the Republicans were just

Robert Dole: holding the Rep

“playing politics” in resisting
the president's economic pro-
posals: by a 52-29 per cent mar-
gin, those polled thought Mr
Clinton was more serious
ahout reducing the budget defi-
cit than the Republicans were:
and last year's independent
presidential candidate Mr Ross
Pergt is back on television
again, all the time muttering
about “gridlock”.

Logically, having drawn the
president’s blood, Mr Dole

ablican fort

should be contemplating offer-
ing positive alternative poli-
cies, rather than recycling
ecomplaints about “tax and
spend” Democrats.

His problem here is twofold:
first, he is an expert legislative
“fixer™ and blocker but oot a
man with big ideas: second he
is contemptuous of those in his
party with big ideas (itke BIr
Kemp and Mr Weld) and the
sharpness of his tongue often
makes these feelings mutual

blican party’s straitened times

He could also let the Dem-
ocrats in Congress unravel the
Clinton agenda, as they are
perfectly capable of doing.
There has besn n:g:h talk ion}
Washington since defeat
the stimulus package about the
balance of power on domestic
administration to Congress,
which is where it mostly
resided from 1986-1952

But if Mr Mitcheil and Mr

Tom Foley, speaker of the.

Honse, get their troops back in
line, as they did over the first
budget bill, and if the president
learns from his initial political
mistakes, which he has in the
past, then pure Republican
obstructionism may not be
enough. . .

There is a theory in the capi-
tal that the Republican leader's
uiterior motive is to be invited
to a seat at the D_mnocrat‘m
administration's policy-making
table.

Partisan he may be, but in
the Reagan and Bush years he
was alsp very much the arbi-
trator between the White
House and both parties in Con-
gress, a role which, as a proud
man and as an ingider. he
found congenial and flattering.

This worries some kespers of
tke conservative flame, long
suspicious of Mr Dole. A recent
Wall Street Journal editorial,
for example, concluded: “asked
what price he wants for peace
with Mr Clinton, Bob Dole said
*big’. We hope he means some-
thing bigger than merely being
a 'player’ with President Clin-
other hand, “playing”

Perot and his populist
is the sort of venture

EQ
B

wi
army

At least they talk the same

plain language and Mr Perot is
not a Democrat.

Camdessus says way is clear for actions over interest rates

IMF chief urges Bundesbank cut

By Peter Marsh, Economlics
Correzspondent, in Washington

INTERNATIONAL pressure on
Germany to take further action
to speed up European growth
intensified vesterday when Mr
Michel Camdessus, Interna-
tional Monetary Fund manag-
ing director, said a “substan-
tial decrease™ in German
interest rates was appropriate.

Mr Camdessus did not spec-
ify when the Bundesbank
should take the necessary
action but said that because of
the substantial slowdown in
German economic activity “a
rapid decline in inflation™ was
likely in Germany, leaving the
way clear for further monetary
easing.

Even though he acknowl-
edged growth prospects for the
industrial world had deterio-
rated in recent months, Mr
Camdessus was generally

momst ",

SN

upbeat about the possibility of
a broadly based world recow
ery. This was on the grounds
that several leading nations
had already taken steps to
stimulate economic activity
and cut budget deficits.

“Among the industrial coun-
tries there is a sense of action,”
Mr Camdessus said. He said
that at meefings in Washing-
ton later this week leading
nations would send a “message
of confidence”™ that the world
outlook was improving.

An Important stimulus to
world growth was that many
developing nations had per-

formed “brilliantly” n record-
ing substantial economic
growth and avolding the slow-
down in the industrial world.
He singled out India for its
“admirable™ recent actions in
economic reform.

Mr was i
at a press conference before
tomorrow’s meeting in Wash-
ington of finance ministers and
central bank governors from
the Group of Seven leading
industrizl nations - the US,
Japan, Germany, France,
Britain, Italy and Canada The
IMF's policy-setting interim
committee, representing 24
countries, is meeting Friday.

Mr Camdessus's comments
appeared substantially more
optimistic than the tone of the
IMF's twice-yearly report on
the world economy which ear-
lier this week painted a bleak
picture of the immediate out-
look. It was particularly

gloomy about Europe and said
prospects for a substantial
increase in- international
growth were “hesitant and
uneven”. '

Although the US government
should take extra steps to
bring down ifs fiscal deficit in
the longer term, Mr Camdessps
welcomed the “bold™ action by
the Clinton administration in
announcing its budget consoli-
dation plan.

He was encouraged also by
programmes in the UK and
France to reduce government
horrowing and by the Japanese
government’s recently
announced package of spend-
Ing measures to speed growth
He welcomed clear signs in the
UK that its two and a hailf year
Tecession was over. and while

recent cuts in the Bundes-
bank’s leading interest rates.

G7 focuses more on medium term

By Peter Norman, Economics Editor

TOMORROW'S meeting of finance
ministers and central bank governors from
the Group of Seven leading industrial
ceuntries should be able to focus on
medium term problems facing the world
m;nmyasweﬂastheshorttermout—

For although the International Monetary
E:und this week scaled down its expecta-
tions of global economic growth this year,
developments over the past three months
in the US, Japan and Europe have brought
policies in the main industrial countries

into better balance.

However, US moves to cut its budget
deficit, the Japanese growth package and
the slow decline in German interest ratas

may not be beyond criticism.

rates.

global

In discussions ahead of this week's
meetings of the G7 and IMF in Washing-
ton, some of Awmerica’s partners have
warned that the US deficit reductions are
no more than a useful beginning.

Jteapanh;parh:emm ers find it difficult to esti-
ma Japanese package will
boost the economy, while the US this week
said it would like further cutls in German

The moves represent a willingness on
(o share resposcibiiies for shenpmnes
8 Tesponsil or i
the world economy. Policymakers Mm
they should contain downside risks to the

economy and ensure that tomor-

row’s G7 meeting in Washington is harmo-
nious — in contrast to some in past years.
If harmony does prevail, much of the
credit will go to Mr Lloyd Bentsen, the US

Treasury secretary, who has pursued a
policy of aveoiding international economic
confrontation. It is excellent working
with Bentsen,” a German official enthused
yesterday. European officials report that
the US now takes the views of its GT
partners seriously.

This month's agreement on measures
helpRussiahasalsobooshedmnﬁdemeg
the G7 as a forum for co-operation.

the need

British officials expect Mr Norman Lam-
oat, the chancellor, to underline the
importance of pushing ahead with stryc-
tural. 'dit?:r'm' including the need to remove
rigl i continen s labour
market.? Il-i_;e;]i.u alsomI Burope’s
tance of 2 world trading system
: tht:r w% industrla.lsy o
0 open their mar to goods from east-
ernEm'opeandtheformer_SovietUnion.

stress the impor-
countries

Anger as Mexican poll postponed

By Damian Frager
in Mexico City

MEXICO’s ruling Instituiional
Revolotionary Party (PRD) has
provoked a national storm by
postponing elections for gover-
not in the state of Yucatan
from November this year to
May 1995,

The local Yucatan Congress,
which is contralled by the PRI
and satellite parties, changed

the state constitution on Fri-
day, enabling the vote to be
postponed. :

The Congress will now select
an interim povernor to rule
from February 1994 to July
1995.

Mexico’s  centre-right
National Action Party (PAN)
was seen as having a good
chance of wmning November's
election, The state is one of the
PAN'z strongholds, and the

mayor of Merida, the state cap-
ital, Is from the party, The new
election will be heid after the
September 1394 presidential
election, thus forestalling a
potentlally embarragsing loss
for the PRI or opposition pro-
tests, af a sensitive time.

On Sunday the PAN organ-
ised a referendum and protest
march in Merida against the
change, with an estimated
40,000 supporters. The PAN ig

also seeking legal i
against deputies who amact:g
what it considers an illegal
modification to the conatity.
aﬁgg.ngt may walk out of negoti-
over party finaneci
reform in protest. e
them local PRI has
move, i i
thie I Yumamungtan's that it was

Canadian , ¥

markets
fall after
budget

BmerdSImnhTmﬁ.

THE Canadian doliar and bozd
prices tumbled yesterday as
financial markets signalled
their disappointment at the

federal government’s unexpect.

cit in its latest budget. .
ally unanimous in eriticising
Mr Donald Mazankowski,
finance minister, for Eailing to
take a bigger slice out of gov
ernment spending af a time
when public opinion is solidly
behind greater fiscal discipline.
The budget, which left the
deficit for the year to March 31,
1994, unchanged from last
December's C$32.6bn (£16.3bn)
forecast, is widely seen as an
effort to avold tough decisions
ahead of the change in leader.

projection a year ago, and the
second highest shortfall on
record. He forecast that the
deficit would drop to C$8bn in
1997-98, eliminating the peed
for new borrowings. .

Economists gueried his
assumption that gross domes-
tic product will grow by an
average of more than 4 per
cent a year between 1994 and
1998. The Conservatives have
¢it reduction targets since tak-
ing office in 1984,

Mr Lloyd Atkinson, chief
economist at Bank of Montreal,
warned yesterday that “when
combined with the sharp dete-
rioration st the provincial
level, Canada now faces a fis-
cal crisls that, if not dealt with
effectively - and soon - could
precipitate a national econontic
crisis, characterised by a much
weaker Canadian dollar,
sharply higher interest rates
and s'i'gniﬂcantly weaker

Mr Mazankowski defended
his budget strategy, saying
that it offered a “business-like™
approach, which includes sig-
nals of cuis in regional devel-
opment programmes and
defence spending. Mr Mazan-
kowski is to meet provincial
finance ministers next month
to discuss a joint drive to cut
budget deficits and public-sec:
tor borrowing.

Ontario's social democratic
government, criticised in the
past for spendthrift habits,
announced sweeping spending
cuts last week aimed at help-
ing to reducing its 1883/94 defi-
cit from C$17bn to about
C$10bn.

US consumer
confidence up

US CONSUMER confidence
rose last month' after three
consecutive months of
declines, the Conference Board
said yesterday, Reuter reports
from New York. The board's
closely Watched consumer con-
ﬁdenee_ index rose to 67.7, from
62.6 in March.

moderately more optimistic in
their expectations for the
month a.hA;ﬁ. “While the
m il consumer con-
Bdence reading is encouraging,
a slugie month of improvement
after t.h_ree consecutive months
Ofi.g q.ec;al.:lg ﬁr still unconvine-

4 Fabjan Linden,
for the board.

Gunmen press
their demands

HOODED men hold 19

flf(?;:sm&n Suprememgour_t

gunpoint were

demanding $26m and safe pas-

:gmgje Ollt_dof the country, offi-
2 said yesterday,

Toports From ay, Reoter

News reports ‘said the hos-
tage-takers were linked to Col-
ombian cocaine barons and
wanted the relesse of, among
others, Colombian drug boss

Tos Urquijo, who was
captured in Costa Rica last
September. At least five
beavily armed men burst into
the Supreme Court on Monday
and seized the judges as they
held a Weekly meeting,
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NEWS: UK

Boarding
at private
schools
falls by 6%

By John Authers

BRITAIN'S private schools saw
the number of live-in pupils
fall by & per cent last year, the
Steepest decline since records
began in 1982, according to the
Independent School Iforma-
ton Service (Isis).

The independent sectar,
dominated by famous schools
such as Eton and Harrow. was
hit by a 10 per cent fall in the
humber of so-cajled “boarders”
in the previous three years,
according to the Isis censns,
Covering B0 per cent of pupils
in fee-paying schools.
_Average amnnual fees have
fisen to £9.375 for boarders, an
increase of 8 per cent, Overall,
independent school fees rose
on average by 83 per cent -
more than three times the rate
of inflation and almost double
the rate of increase in average
earnings.

The sharpest falls in num-
bers came at the preparatory
level, with the number of
eight-year-olds Falling by 159
per cent, and the number of
nine-year-old boarders Falling
by 15.1 per cent.

Mr David Woodhead, director
of ISIS, said: “We've had a
longterm gradual decline in
the number of boarders in our
schools and this shows the
extent to which the recession
has hastened that decline.”

Day schoois. where termly

fees average £1.368, were more
resilient, with day boys drop-
ping by 0.5 per cent, and the
number of day girls increasing
marginally, by 0.1 per cent.
_ This resulted in a total drop
in the independent school pop-
ulation of 1.5 per cent. This is
the second annual fall in suc-
cession, following nine years of
steady growth.

New spending on buildings
and equipment per pupil fell by
10 per cent.

More than a quarter of
pupils are receiving financial
help, the highest figure
recorded. Schools provided
scholarships or bursaries to
16.9 per cent of pupils - more
than double the rate in 1982.
Take-up of the government
assisted-places scheme for
pupils from low-income [ami-
lies rose by 3.4 per cent.

ISIS defended the increase in
fees, polnting to the cut in
spending on building and
equipment, and the rise in
teachers’ pay in the public sec-
tor, which it put at 9.5 per cent
for 1992, Mr Woodhead said:
“Local authority spending en
education in 1992-98 is allowed
by central government to rise
by 7.1 per cent - more than
three times the cwrrent infla-
tion rate.”

By Michasl Cassell
and Emma Tucker

BRITISH business leaders
yesterday warned long-term
recovery will be threatened
without fundamenta] changes
in government policy.

The gioomy prophecy came
as the Confederation of British
Industry (CBI} announced the
sh_a.rpest_ rise in business opti-
mism since 1883 in the first
four months of this year, with
exports driving a significant
improvement in manufactur-
Ing output and order hooks.

The generally upbeat survey
follows the release of other
encouraging economic indica-
tors this week. But delegates to
the institute of Directors (lob)
amnual convention in London
heard business leaders warn
that Britain could slip back
into a hoom-bust cycle without
a fundamental rethink of eco-
nomic strategy.

Mr Peter Morgan, the loD's
director general, said the busi-
ness climate was improving
but Britain risked re-entering
the “dreary pattern of post-war
economie decline”™ unless busi
ness and government worked
together to build lasting pros-
perity.

Accusing government of
being “in the hands of econo-
misis”, Mr Morgan said any

UK directors
warn of risks
to recovery

recovery on the way was
“more or less over the dead
bodies of Bank of England and
Treasury officials”. He cailed
for an ipdependent central
bank to oversee a policy of
“sound money” and the right
financial framework for stable
economic growth.

Comparing the economy to &
sick patient, Lord Young of
Graffham, the former cabinet
minister and current chalrman
of Cable & Wireless, said it “is
still in intensive care. We can-
not afford any sudden shocks™.

His sober diagnosis of the
economy found plenty of sym-
pathisers at the convention.

Sir Alistalr Grant, chairman
of Argyll Group, the food
retailer which owns Safeway,
Presto and Lo-Cost, attacked
the government for being “in
the grip of events” and for lack
of vision. The state of the econ-
omy today, he s2id, was “very
largely the consequence of
Tory government policy™.

The CBl's latest quarterly
industrial trends survey
reported that while the manu-
facturing sector is emerging
from recession, the strength of
recovery is threatened by eco-
nomic slowdowns in other
European countries.

Sir David Lees, chairman of
the CBl's economic affairs com-
mittee, acknowledged the find-

ings of the latest quarterly
industrial trends survey were
positive but said industry was
wailing to see its trends con-
firmed: “We can't vet be fully
confident that the economy is
:;Im a firm!ly upward path,” he

Tﬁe survey showed that a
three-year decline in total new
orders came to an end in the

Warning note: Lord Young of Graffham, chairman of Cable & Wireless, told delegates the

first four months of this year.
Manufacturers, who have
depleted stocks to their lowest
level for almost three years,
are now expected to increase
output at the quickest pace
since 1989.

Exports rose in the last four
months, suggesting that the
effect of British industry’s
competitive edge is outweigh-

ing the difficuit economic con-
ditions of the UK's main Euro-
pean trading partners. Accord-
ing to the CBL only 50 per cent
of the survey's respondents
cited price as a consiraint on
export orders.

The bad news was that both
investment and employment in
manufacturing are expected to
continue [zlling, albeit at a

o AT TR

economy “

'was still in intensive care™

slower rate than for most of
last year.

The weak investment inten-
tions were particularly worry-
ing, although the survey
showed that 63 per cent of com-
panies are working below
capacity. 1t also showed that
more companies than a year
ago now expect to raise their
prices.

By Andrew Jack

MORE THAN a quarter of a
million small companies could
be exempted from the statu-
tory annual audit by as soon as
nexi year, under proposals
from the Department of Trade
and Industry issued yesterday.

The move wonld represent
one of the most sweeping
changes to legislation covering
the scope of audit reguire-
ments for nearly one hundred

years.

In a consultative document
launched by Mr Neil Hamilton,
minister for corporate affairs.
the DTI suggests removing the
annual andit for the estimated
limited Hability British compa-
nies below the value added tax
threshold of £37,600.

While proposals for abolition
of the small company aundit

have alteady been examined

and rejected by the govern-
ment twice in the last decade,
most of the more influential
decision-makers have now
changed their views and
endorse relaxation.

The Inland Revenue, which
has traditionally opposed the
change, said yesterday that it
had been fully consulted. “The
Chancellor is fully signed up to
reducing the burdens on small
business,” it said.

Mr Paul Chisnall, an associ-
ate director of the British
Bankers® Association, said:
“We can see the need to try to
1ift the requirement. This pro-
pesal is moving with the times.
We welcome it."

But Mr Terry Robinson, of
the Institute of Credit Manage-
ment, warned that ecredit rat-
ing agencies would resist the
changes, which would reduce
the reliability of published

Small companies could
escape audit requirement

financial information.

The DTI proposes two
options: exemption from the
audit requirement; or replace-
ment of the andit with a “com-
pilation report” from an
accountant confirming the
accounts fall within company
law. Exemption would also
reguire unanimous approval
by sharecholders and the com-
pany should have a balance
sheet total of not more than
£100,000.

Consultation closes at the
end of June and the changes
could be hrought about by reg-
ulation, possibly as scon as
Spring next year.

Mr Tony Miller, an accoun-
tant who is financial affairs
chairman for the National Fed-
eration of Self Employed and
Small Businesses, called for
the threshold for exemption to
be lifted further.

Package

By Michael Skapinker
in Palma, Majorca

THE BRITISH package tour
industry is still struggling to
emerge from recession, with
sales of summer holidays up
slightly on the back of heavy
discounting, according to fig-
ures published yesterday by
Lunn Poly, the UK's largest
travel retailer.

Mr Richard Bowden-Doyle.
Lunn Poly marketing director,
said about 7.5m people are
expected to buy summer holi-

tour industry still struggling

days through travel agents this
year — an increase of five per
cent on 1992, He said, however,
that the average price of sum-
mer holidays sold through
Lunn Poly’s 610 shops this year
was £214, compared with £418
last year and £415 in 1981.
ing at the convention
of the Association of British
Travel Agents in Majorca, Mr
Bowden-Doyle said the
increase in holidays sold was
the result of a discounting
campaipn after Christmas.
He said 2m winter 1992-3 hol-

idays had been sold by travel
agents, the same as the previ-
ous year. Lunn Poly had, how-
ever, sold holidays at a dis-
count throughout the winter.
Majorca has consolidated its
position as the leading destina-
tion for UK holidaymakers,
accounting for 12 per cent of
summer 1993 bookings, com-
pared with 11 per cent last year
Florida has won 8 per cent of
bookings, the same as last
vear, despite the recent murder
of a tourist and cother attacks.
This put Florida in second

place ahead of Cyprus which
hag fallen from 10 per cent in
1992 to 6 per cent this year asa
result of increased prices. Tur-
key is in joint third place with
6 per cent, compared with 3 per
cent last vear.

® The opposition Labour
Party has prepared the ground
for a legal action against Bar-
oness Depnton, consumer affairs
minister, to be brought by cus-
tomers who suffer from the
next collapse of an unbonded
travel company, the conference
heard.

Major seeks
support for
bomb cover
aid scheme

MR JOHN Major, the prime
minister, yesterday urged
cross-party support for the gov-
ernment’s insurance aid
scheme for terrorist losses fol-
lowing the weekend bomb
blast in the City, writes Ralph
Atkins and Richard Waters.

The scheme, which will be
introduced formally in the
summer, involves the govern-
ment acting as a reinsurer of
last resort, s0 when insurance
industry funds are exhausted,
the state willi meet outstanding
claims.

In the Commons, Mr Major
said cover under the scheme
announced last year by Mr
Michael Heseltine, trade and
industry secretary, had been
provided since January 1 and
reiterated that the government
would honour its commitments
under the scheme. He hoped
the legislation would “atiract
support from all parts of the
House [of Commons].”

Mr Major was speaking
ahead of a meeting today with
Sir Francis McWilliam, Lord
Mayor of London, to discuss
improvements to security mea-
sures to protect the City from
terrorist threats in the Fture.
The Lord Mayor is expected to
raise the question of whether
policing levels in the City
should be raised. But he will
also point out that, like other
local authorities, the Corpora-
tion of London is limited by
rate capping legislation and so
may need additional financial
resources.

Hoover admits
flight surcharges

By Gary Mead and
Michael Skapinker

HOOVER, the domestic
appliance manufacturer, ves-
terday admitted it had levied
surcharges on travellers taking
advantage of its controversial
free flights offer to US and
Eurcpean destinations.

Mr Richard Rankin,
vice-president of Hoover's
European markeiing services,
said the company introduced
the surcharges in an effort to
reduce the number of people
who booked “free flights™ but
did not travel.

Mr Rankin, who is joint
chairman of a task force man-
aging the promotion, said the
surcharges have now been
dropped on advice from the
Association of British Travel

Ageuts.
The surcharges were for air-

port taxes at some US and
European hubs. But they were
suspended yesterday on US
destinations. There will be no
further charges on flights to
Europe from Monday.

The original application
forms for Hoover's “free
flights” — two free tickets to
the US or Europe conditional
on spending a2 minimum of
£100 on a Hoover product and
filling in an application form —
made no mention of sur-
c

Mr Rankin denied the sur-
charges were an attempt by
Hoover to recoup some of its
promotional costs.

Last moth Maytag, Hoover's
US parent, said it would take a
$30m charge agzinst its first-
quarter profits, the estimated
cost of ensuring that custom-
ers who qualify for Hoover's
“free flights” get them.

Halifax wants to join new
watchdog body for services

By Norma Cohen

THE HALIFAX, Britain's
largest home loans and savings
institution, says it wants to
join a new selfregulatory body
for retail Gnancial services and
become a distributor of a wider
variety of produets.

Mr Jim Birrell, chiefl execu-
tive, said that he would like to
see a relazation of the rules of
polarisation.

They require sales outlets to
sell either one supplier’s prod-

uets exclusively or to offer the
best product of each supplier.

Critics of the system argue
that what is needed is not
polarisation, but better reguia-
tion, to limit abuses of sales
practice. Mr Birrell said that
the proposed new Personal
{nvestment Autherity is show-
ing signs of becoming an effec-
tive reguiator.

He made it clear that the
Halifax is hoping for regula-
tory changes to let it offer a far
wider range of products.

Britain watches Timex dispute for bitter signs of the times

Both sides in the infamous Timex dis

HE SACKING of the

workers at the Timex

plant in Scotland has
aroused widespread anger in
the ranks of organised labour,
and raises a number of issues
about British industrial rela-
tions.

Local union officlals fear it
could herald a new, more
aggressive phase of the rolling
back of union power after 14
years of demoralising retreat.

To the strikers — many of
them women with more than
50 years service - and many
others in highly unionised
Dundee the dispute is a fight
for justice. .

The company sees the dis-
puta differently. Mr Peter Hall,
Timex’s chief executive, says
the decision was pot taken
lightly. but “we had no real
alternative™. )

Mr Hall says the loss-making
plant faced the threat of clo-
sure, The demands of the mar-
ket place required a more
assertive managerial style.

The clash of cultures is mir-
rored in British industry - on
one side, the unions with hal-
lowed agreements built meticu-
lously over yeat;i ut;h mﬂqggv:
bargaining; on other side,
more impatient, less hidebound
management under pressures
to be more profitable. i

The US registered multina-
tional - owned by the Norwe-
gian entrepreneur Fred Olsen

- set up in Dundee in 1946
making components for the
watch industry. Oxlxe of th_:
city's biggest employers, 1
established good relations with
the unions.

[n 1990 Timex and the AEED
signed an innovatory agree-
ment. In reiurn for profit shar-
ing and share ownership, a
generous savings plan, cash
lump sums plus a worker seat
on the board, the union ag!?ed
to radical chemges in working
practices with quaht,v_ circles,
team work and flexibility.

Mr John Dryfe, US vice presi-
dent who worked at the plant
for many years, says the work-
ers fajled to deliver. The work-

ers disagres.

The strikers claim Mr Hail's
arrival as chief executive in
June 1991 led to a deterioration
in relations. He was from out-
side Timex — he had previously
run his own business, two
smali engineering companies.
“] don't believe he has worked
in an industrial relations
before.” says Mr John Kydd,
the former chief convener.

Mr Hall says he worked well
with the union leadership.
until Mr Kydd was elected on
December 7 with Mr Willie Les-
lie as his deputy. “That was
the key event,” says Mr Hall.
Mr Eydd says Mr Hall sub-
jected him and Mr Leslie to 2
three-minute barrage of abuse.
declaring he would work to

Canse céléh

“derecognise” the union.
As a result of falling
demand, Mr Hall decided In
December to lay off half the
workers for the first six
months of this year. The union
that all workers be
laid off in rotation, which Mr
Hall thought impractical
Early in January he laid off
120. On Jamuary 15, the union
hatlotted the workers on strike
action. The workers backed the

pute give eviden

re: ugly scenes on the picket lines have brought national attention to the Timex plant

strike call by 92 per cent to B
per cent and walked out 14
days later.

Mr Hall warned the strikers
they would be dismissed if
they did not come back- By
this stage the company was
looking at other ways to cut
costs including a wage [reeze
and reductions in the value of
pension and other benefits. Mr
Hall assured the strikers this
was a “separate”™ matter - a

ce today to MPs. Rob

g B

return to work did not depend
on the workers accepting new

Electronics, took a more direct
in the dispute and Mr
Dryfe flew in from the US.
After 13 hours of talks on Feb-
ruary 10 and i1, he and Mr
Hall believed they had a deal
with local negotiators. Mr Hall
agrees the lay-off and cuts
were linked by then.

Under the four-point peace
plan, Timex accepted rotation
of lay-offs for half the work-
force subject to independent
conciliation. The company also
wanted a wage freeze and a 10
per cent ent in benefits - in
return, the workers were prom-
ised half whatever profits
Timex made.

The union officials deny they
accepted the peace plan. Mr
Kydd's father, the nnjon’s divi-
sional organiser, says he was
“incensed” at the decision to

union officials recommended
that the workers reject the
plan but return to work “under
protest™.

Mr Hall insisted on accep-
tance of the plan and refused
to let the workers into the
plant. On February 17 the
workers again turned the plan
down by a show of hands. On
the same day all the workers,
including the 17 who worked
through the strike, received
dismissal notices.

As far as Mr Hall is con-
cerned, that was the end of the
strike and he began to recruit
a substitute labour force.

Since then attitudes have
hardened. Timex has become a
cause célébre In Scotland. Miki-
tants have flooded to the fac-
tory gates in support of the
pickets.

The round-the-clock picket

ert Taylor explains the background

line, complete with burning
brazier, has none of the men-
ace often associated with
picket lines. Sacked Timex
women drink tea and puff ciga-
rettes - many of the workers
who have replaced them are
tough-locking men. who wear
balaclavas to hide their iden-
tity.

The union has played the
dispute cannily., using expert
legal advice, frustrating efforts
by Timex to perstiade local
judges to prevent demonstra-
tions and marches outside the
plant.

From May 17, 90 days after
the dismissals, the company
will have the right to rehire
ex-employees selectively with-
out facing unfair dismissal
charges from the rest. The
company will need a further
260 workers this summer to
meet an upturn in demand.

In the US, Mr Dryfe sounds
more conciliatory, wanting a
Japanese style agreement to
boost productivity with an end
to restrictive practices and
demareation lines. Union offi-
cials say: “We just want a
negotiated settlement.”

As one woman with more
than 30 years service deelared
on the picket line earlier this
week: “We can agree to a Japa-
style agreement but what
the company forgets is that
those deals have carrois in
them as well as sticks.”

Britain in brief
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Wellcome
Trust gives
$400m to US

Wellcome Truost, the largest
UK medical charity, is to
transfer $400m over the pext
five years to its smaller sister
organisation in the US.

The gift to the Burroughs
Wellcome Fund may disap-
point some British researchers
who had counted on receiving
all the money the trusi
received after last July's sale
of its majority stake in Well-

o
L

of the Wellcome Truost, said it
was the governors' prime duty
“t0 interpret the will and
wishes of the founder Sir
Henry Wellcome™ who was
born and educated in the US.

“We believe it wonld be Sir
Henry's fervent wish that the
trust should make a signifi-
cant contfribution to medical
research in the US.”

German buyer

for big store

Legal & General, the insurance
company, has sold the D H
Evans department store in
London's Oxford Street for
£34.5m to a private German
investment company.

The deal is part of an emerg-
ing irend in which German
investors have bought iarge
amounts of London property
over the past six months. How-
ever, the deal is unusual in
that it concerns a retail prop-
erty, rather than an office.

US satellite
Iink for trains

InterCity. the leng hanl pas-
senger division of British Rail,
is to spend E57m modemnising
fts rolling stock and ntrodue-
ing innovations such as visnal
positional information linked
to US military satellites.

The new carriages will be
introduced to test passenger
reaction on various routes
from next month and brought
in more widely by 1995 if they
prove popalar.

Among their features are
visual information systems io
npdate iravellers on the jour-
ney's progress. The vismal
information system drew on a
petwork of 21 US defence sat-
eliites in orbit 11,000 miles
above the Earth.

Wimbliedon
prize up 14%
Britain's All-England Club,
organisers of the Wimbledon
championship, said its decision
to increase prize money by 14
per cent had been forced by
sterling devaluation and
exchange rate fluctuations.

Organisers said that overall
prize money for 1993 would be
£5.04m, compared with last
year's figure of 24.41m.

Mr John Curry, the All
England Club chaimman, said
the rises were designed to take
into account the fluctuations
in international exchange rates
over the past year.

The £305,000 pounds men's
first prize is £40,000 more than
Andre Agassi collected in 1992
The winner of the women's sin-
gles will receive £275,000
pounds, an increase of £35,000.

Ulster air
route to US

American Trans Alr, the US
carrier, has won government
approval to operate scheduled
services beiweea Northern
Ireland and the US,

Mr John MacGregor, irans-
port secretary, said the move
showed the UK's “willingness
to progress with liberalisa-
tion™.

EC deadline on
ancient wood

The government has been
given two months to repond to
Eurcopean Commission objee-
tions to plans for an east Lon-
don river crossing, which will
cut through an 8,000-year-old
wood.

If the government does not
give a satisfactory response, it
will face action in the Euro-
pean Court of Justice.

But environmentalists and
Euro-MPs campalgning to save
Oxleas Wood are worried that
if the government insisis on
going to court, work on the
road may begin before the case
can be regolved.

EC action to halt the project
is almost the last hope for cam-
paigners. whose legal chal-
ienge to the work was defeated
in the British High Court in
February.
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Stacking

EAT some cereal
before you go to
work; take regular
apple breaks
instead of drinking
coffee all day; set
ahout making
your office a
smoke-free zone;
HAALTH CHECK 14 convinee your
company to offer cantaloup and
broceoli in the restaursnt.

All these measures should lower
your chances of developing cer
tain kinds of cancer, and stack the
odds in favour of a long retire-
rent.

Fear may stop some people from
finding out about cancer. But sta-
tistically, the chances of dying
from it are much less than of
dying from heart disease.

Cancer is not a single disease; it
is a whole spectrum of pathologic
processes characterised by a pro-
found disturbance in the growth
and proliferation of a cell.

In contrast to a normai ceii,
whose growth and reproductive
cycle proceeds in a relatively
orderly manner as dictated by
genetic coding, deregulated cancer
cells dominate angd replace normal
cells and often spread to other
parts of the body.

More than 200 forms of cancer
have been identified and can be
classified into three large groups:
carcinoma (deregulation of those
cells that act as lining for organs
and secrete mucus), sarcoma (can-
cers of connective tissue such as
muscle and bone) and liquid can-
cer (such as leukemias).

Lung cancer is the most pre-
ventable carcinoma. Its incidence
varies from country to country.
Death rates are dropping in
England, Wales, Finland and Swe-
den, have plateaued in Australia,
Austria, the US, Belgium, Ger-
many, the Netherlands, New Zea-
land and Switzerland, and are still
rising in Spain, France, Hungary,
Italy. Ireland and Poland.

The average age for developing
lung cancer is 60. Once diagnosed,
less than 30 per cent of patients
are eligible for curative surgery.
explaining ir part the dismal
chaneces of survival, less than 10
per cent Ave years after diagnosis.
The vast majority of lung can-
cers (around 85 per cent) are due
to exposure to tocbacco smoke
{either active or passive), though

the odds

against cancer
By Dr Michael McGannon

other substances (asbestos, pollu-
tion, heavy metals apd chlorome-
thyltethers) have strong causative
relationships with lung cancers.

If you are unable to stop smok-
ing entirely, you might consider a
less harmful way of getling nico-
tine into your system {(a pipe,
cigar or nicotine patch). .

Colon (large intestine) carci-
noma also has links to Lifestyle. It
is among the top five cancers in
most developed countries, but
unheard of in some African and
Asian countties.

One theory is that it is related
to the jonger transit ime of faecal
material through the intestines in
developed countries. The refined
carbohydrates in highly processed
foods have less cellulose (non-ab-
sorbed plant fibre) than in fruits
and vegetables. They travel slower
through the intestines which may
be conducive to inactive carcino-
gens turning into active ones.

Eating more fresh fruits and
vegetables, or bran cereals can
help prevent colon cancer. With
the help of a qualified nutritionist,
also try limiting saturated (ani-
mal} fats to less than 25 per cent
of your diet. If colon cancer or
polyps runs in your family, con-
sult your doctor about when to
have preventative screenings.

Prostate cancer, another kind of
carcinoma, is the most common
malignant fumour in men world-
wide. The cause of this slow-grow-
ing tumour is unkmown, although
there appears to be a hormonal
relationship. It appears to be on
the increase even in areas where
it was previously uncommon, such
as east and southeast Asia.

Prostate cancer is frequent in
North America and Europe. Inci-
dence and mortality increase in
Chinese and Japanese after mig-
rating to the US.

Prostate cancer is rare before
the age of 50 but then its occur-
ence grows steeply with age until
about 80 when it begins to fall
again except in Norwegian,
French and Japanese populations.

When it comes to screening, a
combination of Digital Rectal
Exam and a relatively inexpeusive
blood test is probably the best bal-
ance between cost, benefit and

efficacy.

The author is medical director of
the Insead Business Health course.

o

mmedBﬁﬁﬂamm“wﬂﬁgéhmdMth

From coal mine
to chicken litter

Michael Smith on job prospects for pit managers

s an employee of British

Coal for 22 years, lan Clay-

ton never expected to work

with any fuel other than
that which had fired an industrial
revolution and countless imagina-
Hons.

He was wrong; last week he
started a new job as the manager of
an electricity-generating plant
where the raw material is chicken
litter. a combination of wood shav-
ings and excreta.

“It may not he everyone's Idea of
fun but | am enjoying it and I feel
the future is secure here,” he says.

Clayton, 45, is one of a growing
number of British Coal pit magag-
ers who are opting out of the indus-
fry as they see the number of pits
declining and their job prospects
reduce with them.

Compared with face workers and
other less skilled British Coal
employees, pit managers are finding
jobs, if not easily then with less of a

s }

Finding jobs for senior staff is a
relatively new problem for British
Coal Although it has been shrink-
ing for many years, it has been able
to shed staff voluntarily through
relatively generous redundancy
packages. But earlier retrenchments
mean that most candidates for early
retirement, which becomes avail-
able when employees reach 50, have
already

Fone.
The destinations of those depart-

ing are surprisingly varied They
include teaching, general manage-
ment and consultancy work.

Many have increased their sala-
ries, not surprising given that the
average salary for a pit manager, in
charge of perhaps 80¢ siaff, is less
than £50,000. British Coal departees
often feel a sense of release from an
employer which offers only limited
career opportunities because of its
contraction.

Take 36-year-old Kevin White-
man, who left his job 25 manager of
Frickley pit in February to become
southern region manager for the
National Rivers Authority. The
problem at British Coal, he says.
was not so much Jack of security
even though the pit he managed is
only reprieved from closure if Brit-
iil;LCoalmnﬁndamarket for its
c

“I was concerned about the short-
age of opportunities,” says White-
man_ “I had been a pit manager for
the best part of eight years and I
could see few places to go within
British Coal. The management chal-
lenges here are very similar - gen-
eral management is general man-
agement.”

The NRA job was the first White-
man had applied for and, says Peter
Humphreys, personne! director. he
beat 300 other applicants for the
appointment. “We wented someone
whose qualities and experience
included financial control, an engi-

neering and management back-
ground, and a well-defined know-
ledge of operating with high public
visibility. Kevin was the outstand-
ing candidate.” .

Clayton, former manager at Brit-
ish Cpal's Silverhill pit, contested
with a smafler field of candidates to
win his job as manager of the Fibro-
power chicken litter power stabion
in Eye, Suffolk. The 65 contenders,
though, included senior employees
of National Power power stations.

Nor was Clayton the only coal
industry candidate to impress.
Three British Coal employees made
it to the final interview stage.

That does not surprise Philip
Andrew, chief executive at British
Coal Enterprise. It is his job to find
work for British Cozl emplovees
whe want to move on, so he is
hardly likely to run down their abil-
ities, but he is frank about some of
their potentia} deficiencies.

“If you asked a pit manager to go
to the City for debt imding to deal
with working capital he would not
know what vou were talking
about,” he says.

“But they are very much aware of
profit and their geperal manage-
ment skills are strong. We are
talking about people who handle
700 to 800 personnel and 2 business
turning over S40m a ¥ear. Many
managing directors of publicly
quoted companies have less on thelr
piate than that.™

The practice of K

equal pensions
By Norma Cohen

k
qual pay for equal WOrk.
EWhileeasrtograspmtheury

is elugive in practice- .

Applying the concept of equality
to deferred pay - =
proved so difficult that three Yﬁm‘:
gher a landmark ruling from
European Court of Justice employ-
ers are still unciear about how to
make it work.

That decision, handed down on
May 17 1290 in the Barber case, con-
cluded that employers may not offer
one sex MOre gemerous pensions
than are available to the other. It
immediately forced examination of
pension schemes which typically
allowed women to retire on full pen-
gion at age 60, while forcing men ta
wait until 65.

Today. an opinion from the Advo-
cate General of the ECJ on a differ-
ent case — which will be subject to a
final ruling later this year - should
provide further guidance for
employets.

mnl; B¥1etam. where 30 to 50 per cent
of all occupational pension pay-
ments are made to men, employers
have aiready responded to Barber
by reducing even further the por-
tion of the pension pot paid to
women. Figures from the National
Association of Pension Funds show
that 85 per cent of all employers
have equalised male and female
retirement ages within their
schiemes and of these, 59 per cent
have done so by raising women's
ages to 65.

“The majority of employers have
equalised at 65 because that is the
cheapest option,” said Kevin Spring,
pariner at consulting actuaries
Wyatt Company.

However, the NAPF has found
that most employers have been sen-
sitive to the views of thelr female
employees: 82 per cent of those rais-
ing the age allow current employees
to retire earlier than that with no
actuarial reduction in pension pay-
ments. Because workers typically
lose 5 per cent of their pension for
each year of early retirement, many
emplovers have thus shielded their
female employvees from a swingeing
25 per cent reduction in their pen-
sion payments.

But employers have not solved all
their problems - either legal or
managerial — by simply raising
retirement ages. Thus attention is
focusad on another group of cases
on which the Advocate Generat is
expected to pronounce todsy, The
central one comes from the UK

where the pension scheme members

and trustees of Coloroll, 2 UK home

furnishings company Dow in liqu- -
tion. have asked the ECJ g
dation. _

resolve some ou ;
First, will employers be required
to provide “retrospection” in equal-
ising benefits or will they just be
liable for equal benefits from May
1990, the date of the Barber judg.
ment? Also, in so-calied money pur-
chase schemes, where the pension
consists of a single lamp sum to be
invested in the purchase of ap
annuity, must men and woinen he
provided with equal sums?- :
Moreover, in the equalisation pro-
cess, can an ecmployer legally
worsen the pension terms for

employees? :
“The question is whether. the

nature of the pension m'umise_ts_

sufficlently contractudl to require
employers to stick to it,” said Mark
Duke, principal at actuarial consnl-
tants Towers Perrin. Employers
who have tried to shicld women
from the sudden effects of a change
in pension age may find that the
Advocate General will require them
to do the same for retiring
after May 17 1990. Given the consid.
erable expense employers could
abandon their effaris to cushion the
blow for women. )

Despite the materlal reduction in
pension benefits for women post
Barber, benefits consuitants say
there has been remarkably little

One reason is that relatively few
women are eniitled to full occups.
tional pensions anyway because
give rise to interrupted work pat-
terns. Indeed, most of the outoy
has come from male-dominated
trade unions who want a crack at
the more generous pensions offered
to women. .

Another reason, Spring says, is
that fixed retivement ages are a fic-
tion at many companies. Employers
increagingly offer flexible retire-
ment ages, allowing those wha wish
to go eariy the ability to do so with
little or no reduction in pension and
on longer.

Employers like flexibility
because, among other things, geg

for a pension to be a relatively
unproductive worker. Employers
with unhappy workers between the
ages of 61 and 65 could well be
advised to consider a scheme offes-
ing both men and women a gracefal
way out.
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Late last year, the county had the \ and warehousing are all located

fastest-rising unemployment rate in the

UK. Its response, says Rhys David,

has been swift and well co- ordinated:

a new body dedicated to promoting
inward investment. Already there are

signs of renewed economic activity.

Well placed
for recovery

WHEN BRITAIN heid the
presidency of the European
Community during the second
half of last year. three of the
key ministerial

heid not in London but 25 mﬂs
north in the unfamiliar sur-

The choice of Hertfordshire,
and of this historic house,
where two Victorian prime
ministers, Lords Melbourne and
Palmerston, lived and died, was
appropriate for more than just
the splendour of its conference
fa:ciliﬁoi and parklands, and its
high security.

Hertfordshire, with its quaint
villages favoured by film-mak.
ers, its relatively small-scale
and suceessful urban centres,
none in excess of 100,000 popu-
lation. its high-technology
employers, and its position
close to three of London’s four
main airports, and astride the
motorway network, is a part of
Britain which can stand com-
parison with the more prosper-
ous parts of Ewrope.

Its inhabitants enjoy the sec-
ond highest per capita income
in the UK, and its better-off res-
idents have the opportunity to
live in the most expensive prop-
erty outside London. Those liv-
ing there include net just City
types, such as the current Lord
Mayor of London, Sir Francis
McWilliams, gble to take advan-
tage of good rail Bnks which
whisk them into London in
20-30 minutes, but arts and
media personalities, including

the now reclusive Clockwork
Orange director, Stanley
Kubrick, who lives in a heavily
iy mansion near Harpen-

Yet, for all its apparent pros-
perity, not long before Mr
Douglas Hurd, the foreign sec-
:tml.%’ine atrtx‘: n-ral; Michael

ese S&:I.'Etﬂl'y
had their talks in the
county with their felow EC
ministers, local leaders had
themselves been visiting Brus-
sels to ask the industry com-
missioper. Mr Martin Bange-
mann._i and other officlals for
ai

Hertfordshire has had to fol-
low the route taken by other
councils from more economi-
cally depressed regions of
Britain, because of the impact
on saveral of its key towns of
the decision by British Aero-
space to close down its Hatfield
site, home i the past to air
craft as famous as: the Mos-
quito, the World War II Gghter-
bomber; the Comet, the first
commercial jetliner; Trident;
the BAel125; and, in more recent
years the BAel46 regional jetli-

A total of 2,300 employees
will lose their jobs by the end
of this year, following others
who have been made redundant
in earlier cutbacks at the plant,
which, during the mid-1980s.
employed 7,500. British Aero-
space has also been scaling
down other operations within
the county in its missile and
satellite plants, mainly in Ste-

venage. The same pressure
within the aviation market has
forced Rolls-Royce o close its
helicopter engine plant at Leav-
esden, near Watford, in Jume
this vear, again with the loss of
2,000 jobs.

Even before these job Josses
were announced, unemploy-
ment in Hertfordshire, which
had been as low as 2.1 per cent
in November 1989, had risen by
late last year ip near the
national average of more than
10 per cent, giving the county
the dubious distinetion of the
fastest-rising unemployment
rate in the UK Fpr a county
which has always weathered
UK downturns, it represents, in
the words of Professor Neil
Buxton, Vice Chancellor of the
University of Hertfordshire {for-
merly Hatfleld Polytechnic)
quite a somersault.

Nor has it just been the
skifled apd ynskilled engineer-
ing workers who have borne
the brunt of these job losses,
taking the county unemploy-
ment total well above 40,000.
The shakeout in the City of

London, where baunks, insur-
ance companies and other

izl Insbitutions have shed
thousands of jobs, has hit the
county badly. In St. Albans, one
in four of the unemployed is
from a professional job.

The respense, however, to the
county's problems has been
swift and well co-ordinated.
With British Aerospace’s diffi-
culties already clear some Hime
ago, the county council and the

study, from accountants Coo-
pers & Lybrand, of the econo
my'’s strengths and wealmesses.
From this has emerged a new
strategy and a body dedicated
to promoting inward invest-
ment the Hertfordshire Devel-
opment Organisation (HDO).
The county's trip to Brussels
brought in fimds worth £0.7m
from the EC's Perifra pro-
gramme for helping regions
destabilised¢ by large-scale clo-
sures — money which will be
supplemented by equal ﬁmding
from the local authorities and
the Government-funded Tec.

Where previously it had been
difficult for developers to get

the go-ahead for schemes,
because of fears of over-heating
the economy, key sites are now
being brought forward and
marketed These mclude some
very larse parcels of land
released from aerospace use.
As part of another initiative,
a range of organisations,
including the chamber of com-
merce, the county, the unjver-
sity and the Tec, is behind
plans for a One Stop Shop,
operating from one central and
a number of ancillary sites,
which will offer support to new
and existing businesses. This
has now won funding from the
Department of Trade and Indus-
try, and is expected to begin
operation before the end of the

year.

The impact these efforts can
make is, inevitably, a matter of
some debate. Or Al Ranie, co-
director of the local economic
research unit at the university,
points to the county’s history of
relatively slow jobs growth in
the 1980s, when it lagged

M Geographic location is on
Hertfordshire’s side as it
seeks the inward investment
that is neaded to replace lost
jobs. Three of London's
airports are on its borders,
and it offers fast road and
rail links with other regions
and with the ports.

Meaanwhile, Hugh Wes? [right),
managing director of the
HDO, cites Provident
Mutual's site in Stevenage
{above) as an exampie of
what has happened in the
past and will happen again

behind other south-east coun-
ties — the r